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PART |
ITEM 1. BUSINESS
GENERAL

Silicon Valley Bancshares (the "Company") is a foatiia corporation and bank holding company thas waorporated on April 23, 1982.
The Company's principal subsidiary is Silicon Valiank (the "Bank"), a wholly owned subsidiary bétCompany that was organized and
incorporated as a California banking corporatiorOmtober 17, 1983. The Bank is a member of the feé&Reserve System and its deposits
are insured by the Bank Insurance Fund (the "Bi&S)administered by the Federal Deposit Insuramepdtation (the "FDIC"). SVB Leasing
Company, a wholly owned subsidiary of the Compavgs incorporated on November 14, 1984 as a Caidaworporation, and has remained
inactive since incorporation. Additionally, durittge second quarter of 1998 the Company issued $dillion in cumulative trust preferred
securities through a newly formed special-purpasst {SVB Capital I).

BUSINESS OVERVIEW

The Bank serves emerging growth and middle-mardetpanies in targeted niches, focusing on the tdolggand life sciences industries,
while also identifying and capitalizing on opporities to serve companies in other industries whHimemcial services needs are underserved.
The Bank serves clients across the nation througihdhes and/or loan offices located in ArizonajfGatlia, Colorado, Georgia, lllinois,
Maryland, Massachusetts, Oregon, Texas, and Wasiingince 1994, the Bank has refined a nicheegjyabased on identifying and
capitalizing on market niches whose financial ssgsineeds are underserved. By dedicating resowittés these niches, the Bank seeks to
provide the highest level of expertise and qualéyvice to its clients.

TECHNOLOGY AND LIFE SCIENCES NICHE

The Bank's technology and life sciences niche fesus serving companies within a variety of techggland life sciences industries and
markets across the nation. These companies areafjgriguid, net providers of funds to the Bankdaoften have low utilization of their
credit facilities. Lending to this niche is typitatelated to working capital lines of credit, egoient financing, asset acquisition loans, and
bridge financing. The following is an overview bEtBank's technology and life sciences niche mesti

The Communications and Online Services practiceesetompanies in the networking, telecommunicataonline services industries.
The networking industry includes companies supglyhe equipment and services that facilitate disted enterprise networks such as local
and wide area networks. The telecommunicationssimg@encompasses the suppliers of equipment angtesito companies and consumers
for the transmission of voice, data and video. Canigs included in the online services industry $uppcess, content, services, and support
to individuals and businesses participating onltiternet, or in other online activities.

The Computers and Peripherals practice focusesmpanies that are engaged in the support and nauatifey of computers, electronic
components and related peripheral products. Speuifirkets these companies serve include persomgluters, specialty computer systems,
add-in boards, printers, storage devices, netwgrkguipment, and contract manufacturing.

The Semiconductors practice serves companies iadadlvthe design, manufacturing and marketing tgrated circuits. This includes
companies involved in the manufacturing of semiemodr production equipment and semiconductorsingsind related services, electronic
parts wholesaling, computer-aided design, and ceenaided manufacturing.

The Software practice consists largely of compasjesializing in the design of integrated compatstems, computer programming
services, and the development and marketing of centiad and industrial applications as well as pokpged software.

The Life Sciences practices serve companies ibittechnology, medical devices and health caresesindustries. The biotechnology
industry includes companies involved in researdhdavelopment of therapeutics and diagnosticsi®mntedical and pharmaceuticals
industries. The medical devices industry encomgassmpanies involved in the design, manufacturmgjdistribution of surgical instrumel
and



medical equipment. Companies included in the he=tk services industry deal with patients, either primary care or secondary care role.

In addition to the industry-related practices désmd above, the Bank has three other practiceprintie commercial lending and other
financial products and services to clients assediatith the technology and life sciences industilége Pacific Rim practice serves
technology and life sciences companies that recsguity funding from Asian (or Asian-based) ventoagital sources, while the Venture
Capital practice provides venture capital firmshwiihancing and other specialized products andisesvLastly, the Emerging Technologies
practice, which was established in 1997, primaglgets non-venture-backed technology financiatiahships in Northern California, with a
primary focus on the software industry.

SPECIAL INDUSTRY NICHES

The Bank has always served a variety of commeecitdrprises unrelated to its technology and liferaes niche. These clients are served
through several special industry niche practicegmbenerally focus their lending in specific reggahroughout the U.S. The Bank's niche
strategy evolved from clients unrelated to the nedbgy and life sciences niche, and the Bank camsrto follow this strategy by identifying
industries whose financial services needs are sedexd. The following is a brief summary of the Barcurrent special industry niche
practices.

The Real Estate practice is composed of real estaistruction and term loans whose primary soufecegayment is cash flow or sales
proceeds from real property collateral. The foduthe Real Estate practice consists of construdtians for residential and commercial
projects, and construction and mini-permanent lamsmeetail, industrial and office projects.

The Premium Wineries practice focuses on winevidgsch produce select or exclusive vintages of up30,000 cases annually. Lending in
this niche consists of both short-term inventone and term loans related to vineyard acquisaimhdevelopment, equipment financing and
cooperage.

The Entertainment practice serves the indepen@etdisof the entertainment industry. This pracfioevides production loans, lines of credit
and term loans for library and other acquisitions.

In addition to serving the niches listed above,Bhek serves a broad array of industries througPiversified Industries practice in Northern
California. This practice allows the Bank to contrto evaluate potential niches by initially idéyitig and serving a few clients in related
industries or markets.

SPECIALIZED PRODUCTS AND SERVICES

The Bank has several divisions that offer speadliending products and other financial products sarvices to clients in the technology
life sciences niche as well as the special indusitlies discussed above, enabling the Bank torlsstee its clients' wide range of financial
services needs. These divisions include: Internatj@Cash Management, Treasury, Real Estate, Fagt@ommercial Finance, Corporate
Finance, and Executive Banking.

The International Division provides foreign exchanignport and export letters of credit, documentaections, and a number of other trade
finance products and services to the Bank's cli¢reiping them to successfully operate in inteoral markets. The Bank has been granted
delegated authority by the Export-Import Bank & th.S. ("EX-IM") and the California Export Finan@dfice ("CEFO"), enabling the Bank

to provide its clients with EX-IM and CEFO guaradevorking capital loans to finance foreign recblea and inventory intended for export,
as well as provide purchase order financing.

The Cash Management Division provides serviceeip the Bank's customers manage cash collectiahgigshursements efficiently and ci
effectively. Services provided include wholesaleklmox services, electronic information reportingntolled disbursement services, and a
variety of other services designed to meet the ingnénd cash management needs of the Bank's clients

Through the Treasury Division, the Bank providegestment services to assist its clients with mamaghort-term investments. Investment
securities purchased on behalf of clients include. Oreasury securities, U.S. agency securitiasneercial paper, Eurodollar deposits, and
bankers' acceptances.



In addition to being a special industry niche, esthte lending is also a product offered to thekBaclients. This product is typically offered
to finance commercial real estate owned and opiatehe Bank's client companies.

Both the Factoring Division and the Commercial RieeDivision offer alternative financing to cliesampanies which do not qualify for the
more traditional financing offered through the Bankiche practices. The Factoring Division gengrsdlrves the Bank's emerging growth
client base by purchasing clients' accounts reb&vat a discount, making operating funds immedjiateailable to the clients, and then
managing the collection of these receivables. Tom@ercial Finance Division assists client compadi@sng periods when profit
performance has been interrupted or where grelatability is required by providing credit facilés that involve frequent monitoring of the
underlying collateral, which generally consistsaotounts receivable, inventory and equipment. €cettient that clients of the Factoring and
Commercial Finance Divisions grow and their finahciondition strengthens, they may thereafter Iogesethrough the Bank's niche
practices.

The Corporate Finance Division pursues opportusitideasing, mezzanine lending and debt placemtmtgeting bank-eligible investment
banking transactions.

The Executive Banking Division focuses on servimg personal banking needs of senior executive®amers of the Bank's client
companies, partners and senior executives of verpital firms, attorneys, accountants, and gihefessionals whose businesses are
affiliated with the Bank's niches.

EMPLOYEES

As of December 31, 1998, 1997 and 1996, the Compadythe Bank, in the aggregate, employed 5902484384 full-time equivalent
personnel, respectively, consisting of both fulidi and permanent part-time employees. Full-timévatgnt is a measurement equivalent to
one full-time employee working a standard day, @arthsed on the number of hours worked in a giventin The Company's and the Bank's
employees are not represented by any unions oret\sy a collective bargaining agreement. Managewiethe Company and the Bank
believes that, in general, their employee relatmnessatisfactory.

COMPETITION

The banking and financial services business enmigont in California, as well as the rest of the UiShighly and increasingly competitive.
The Bank competes for client loans, deposits ahdrdtnancial products and services with other cemuial banks, savings and loan
associations, securities and brokerage compan@$gage companies, insurance companies, financeaoies, money market and other
mutual funds, credit unions, and other non-ban&rfmal services providers. Many of these competitme much larger in total assets and
capitalization, have greater access to capital etar&nd offer a broader array of financial prodacis services than the Bank. The
increasingly competitive environment is primarilyesult of changes in regulation, changes in teldgyoand product delivery systems, and
the accelerating pace of consolidation among firzuservices providers. In order to compete witheotfinancial services providers, the Bank
principally relies upon promotional activities aindustry knowledge in its market areas, persoratiosships with clients and other service
providers, referral sources established by officéirectors and employees, and specialized sertédesed to meet the Bank's clients' needs.
In those instances where the Bank is unable tonagamlate a client's needs, the Bank will seek tange for those services to be provided by
its network of correspondents and other servicgigens.

ECONOMIC CONDITIONS, GOVERNMENT POLICIES, LEGISLATI ON, AND REGULATION

The Company's profitability, like that of most attimancial institutions, is primarily dependent interest rate differentials. In general, the
difference between the interest rates paid by drekBn interest-bearing liabilities, such as deasid other borrowings, and the interest
rates received by the Bank on interest-earninggssech as loans extended to its clients and isiesuneld in its investment portfolio,
comprise the major portion of the Company's easiiigpese rates are highly sensitive to many fat¢kaisare beyond the control of the
Company and the Bank, such as inflation, recessinhunemployment, and the impact that future chamgdomestic and foreign economic
conditions might have on the Company and the Bamikot be predicted.
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The Company's business is also influenced by theetaoy and fiscal policies of the federal governtraamd the policies of regulatory
agencies, particularly the Board of Governors efflederal Reserve System (the "Federal ReservaelBo@ihe Federal Reserve Board
implements national monetary policies (with objees such as curbing inflation and combating rece$shrough its open-market operations
in U.S. government securities, by adjusting theuiegl level of reserves for depository institutiaudbject to its reserve requirements and by
varying the target federal funds and discount rafmsicable to borrowings by depository institusofihe actions of the Federal Reserve
Board in these areas influence the growth of baakg, investments and deposits, and also affegesitrates earned on interest-earning
assets and paid on interest-bearing liabilitie® mature and impact on the Company and the Baakyfuture changes in monetary and
fiscal policies cannot be predicted.

From time to time, legislative acts, as well asutations, are enacted which have the effect ofeasing the cost of doing business, limiting
expanding permissible activities, or affecting toenpetitive balance between banks and other fiahservices providers. Proposals to
change the laws and regulations governing the tipasaand taxation of banks, bank holding compaaiesother financial institutions are
frequently made in the U.S. Congress, in the $tafislatures and by various bank regulatory agendibe likelihood of any legislative or
regulatory changes and the impact such changed imgie on the Company and the Bank cannot be peediSee "ltem 1. Business--
Supervision and Regulation" for additional discaesin legislative and regulatory changes.

SUPERVISION AND REGULATION

Bank holding companies and banks are extensivgiylated under both federal and state law. Thislegigu is intended primarily for the
protection of depositors and the deposit insurdmed and not for the benefit of shareholders ofGloenpany. Set forth below is a summary
description of certain laws and regulations, whiglate to the operations of the Company and thé&cBEme description does not purport to be
complete and is qualified in its entirety by refare to the applicable laws and regulations.

In recent years, significant legislative proposald reforms affecting the financial services indubfive been discussed and evaluated by the
U.S. Congress. Such proposals include, but arémidéd to, legislation to revise the Glass-Stebgat and the Bank Holding Company Act

of 1956, as amended (the "BHCA"), and to expandhjssible activities for banks, principally to fatakte the convergence of commercial and
investment banking. Certain proposals also havgtgdo expand insurance activities of banks. Utrislear whether any of these proposals, or
any form of them, will be introduced in the curréh. Congress and become law. Consequentlynigtipossible to determine what effect, if
any, these and other legislative proposals may bawee Company and the Bank.

THE COMPANY

The Company, as a registered bank holding compsusyibject to regulation under the BHCA and ReguiaY, which has been adopted
thereunder by the Federal Reserve Board. The Coripaaquired to file with the Federal Reserve Bloguarterly, semi-annual and annual
reports, and such additional information as theeF@dReserve Board may require pursuant to the Bld@d\Regulation Y. The Federal
Reserve Board may conduct examinations of the Caynpad its subsidiaries.

The Federal Reserve Board may require that the @oynferminate an activity or terminate controllimfuidate or divest certain subsidiaries
or affiliates when the Federal Reserve Board befighie activity or the control of the subsidianafiiliate constitutes a significant risk to the
financial safety, soundness or stability of anyhaf Company's banking subsidiaries. The Federamed8oard also has the authority to
regulate provisions of certain bank holding compdept, including the authority to impose interegerceilings and reserve requirements on
such debt.

The Company is required by the Federal ReservedBmamaintain certain minimum levels of capitaldan addition, under certain
circumstances, the Company must file written notigl, and obtain approval from, the Federal Res@&ward prior to purchasing or
redeeming its equity securities. The Company maage "de novo" in permissible non-banking actigits listed in Regulation Y without
the approval of the Federal Reserve Board, providatithe Company and the Bank are "well capitdlizand that certain other criteria are
met. For purposes of determining the capital leaelghich a bank holding company is considered wagtiitalized under Regulation Y, the
Federal Reserve Board has adopted a minimum iskabased capital
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ratio of 10% on a consolidated basis and a miniien 1 risk-based capital ratio of 6% on a consaikd basis. See "Item 1. Business--
Supervision and Regulation--Capital Standards""¢tedh 1. Business-- Supervision and Regulation-aifybCorrective Action and Other
Enforcement Mechanisms" for additional discussiboapital ratios.

Under the BHCA and regulations adopted by the Fdd®eserve Board, a bank holding company and itshamking subsidiaries are
prohibited from requiring certain tie-in arrangertgeim connection with any extension of credit, &as sale of property or furnishing of
services.

The Company is required to obtain the prior approf¢éhe Federal Reserve Board for the acquisitibmore than 5.0% of the outstanding
shares of any class of voting securities, or sulbistily all of the assets, of any bank or bank r@idccompany. Prior approval of the Federal
Reserve Board is also required for the merger nsalidation of the Company and another bank holdomgpany.

The Company is prohibited by the BHCA, except irtaia instances prescribed by statute, from acogidirect or indirect ownership or
control of more than 5.0% of the outstanding voshgres of any company that is not a bank or baidiftg company and from engaging
directly or indirectly in activities other than & of banking, managing or controlling banks onisiiing services to its subsidiaries. Howe
the Company, subject to the prior approval of thddfal Reserve Board, may engage in, or acquireg/ehares of companies engaged in,
activities that are deemed by the Federal Reseoaedto be so closely related to banking or margagircontrolling banks as to be a proper
incident thereto.

Under Federal Reserve Board regulations, a bardifgptompany is required to serve as a sourcenahfiial and managerial strength to its
subsidiary banks and may not conduct its operaiimas unsafe or unsound manner. In addition, tihésFederal Reserve Board's policy that
in serving as a source of strength to its subsidianks, a bank holding company should stand réadge available resources to provide
adequate capital funds to its subsidiary banksndyperiods of financial stress or adversity anduhenaintain the financial flexibility and
capital-raising capacity to obtain additional resas for assisting its subsidiary banks. A banklimgl company's failure to meet its
obligations to serve as a source of strength teulbsidiary banks will generally be consideredi®/Federal Reserve Board to be an unsafe
and unsound banking practice or a violation offbderal Reserve Board's regulations or both.

The Company's ability to pay cash dividends istimiiby the California Corporation Code to the greaf (a) the Company's retained
earnings, or (b) the Company's total assets (neast dividends declared) less 150% of the Comgpdiayilities. In addition to the
aforementioned cash dividend limitations imposedh@enCompany, there are statutory and regulatorigdtions on the amount of dividends
which may be paid to the Company by the Bank. $een"1. Business--Supervision and Regulatibisdends and Other Transfers of Fun
for further discussion regarding limitations on #i®lity of the Bank to pay dividends to the Compan

The Company is also a bank holding company withénrheaning of Section 3700 of the California Finan€ode. As such, the Company
its subsidiaries are subject to periodic examimeltip, and may be required to file reports with, @adifornia Department of Financial
Institutions.

The Company's securities are registered with tleei8ees and Exchange Commission (the "SEC") utigeiSecurities Exchange Act of 19
as amended (the "Exchange Act"). As such, the Cagnsasubject to information reporting, proxy sdhtion, insider trading restrictions, a
other requirements and restrictions as specifigdérExchange Act.

The Company's common stock is listed on the Nabdtdmpnal Market under the symbol "SIVB", and, astsihe Company is subject to the
reporting and other requirements of the NasdagkSttarket.

THE BANK

The Bank, as a Californiehartered bank and a member of the Federal ReSgstem, is subject to primary supervision, periekaminatior
and regulation by the Commissioner of the Califardepartment of Financial Institutions (the "Consioger") and the Federal Reserve
Board. If, as a result of an examination of thelBdhe Federal Reserve Board should determinghiedinancial condition, capital resources,
asset quality, management, earnings prospectgiligiusensitivity to market risk, or other aspecfghe Bank's operations are unsatisfactory,
or that the Bank is violating or has violated asamy lor regulation, various remedies are availabthéd-ederal Reserve Board. Such remedies
include the power to: enjoin "unsafe or



unsound" practices, require affirmative actiondorect any conditions resulting from any violatimnpractice, issue an administrative order
that can be judicially enforced, direct an increiaseapital, restrict the growth of the Bank, assesil monetary penalties, remove officers
directors, and ultimately to terminate the Banlepaskit insurance, which, as a California-chartdxauk, would result in a revocation of the
Bank's charter. The Commissioner has many of thesamedial powers.

The deposits of the Bank are insured by the FDIthénmanner and to the extent provided by law.tRisrprotection, the Bank pays a
quarterly statutory assessment. For additionaudision related to deposit insurance, see "ltenusir@ss--Supervision and Regulation--
Premiums for Deposit Insurance." Because the Balgpssits are insured by the FDIC, the Bank is silgyect to certain FDIC rules and
regulations.

Various requirements and restrictions imposed atesind federal laws and regulations affect theatioas of the Bank. State and federal
statutes and regulations relate to many aspec¢heddank’s operations, including, but not limitedreserves against deposits, interest rates ol
deposits and loans, investments, mergers and &bopss borrowings, dividends, and locations ofrimta offices. Further, the Bank is required
to maintain certain minimum levels of capital. Skem 1. Business--Supervision and Regulation--@&@tandards"” for further discussion
related to minimum capital guidelines.

DIVIDENDS AND OTHER TRANSFERS OF FUNDS

The Company is a legal entity separate and distioot the Bank. The Bank is subject to variousugtaly and regulatory restrictions on its
ability to pay dividends to the Company. Under stastrictions, the amount available for paymendisidends to the Company by the Bank
totaled $68.3 million at December 31, 1998. In &ddj the Commissioner and the Federal ReservedBluare the authority to prohibit the
Bank from paying dividends, depending upon the Bafikancial condition, if such payment is deeneddnstitute an unsafe or unsound
practice. See "ltem 8. Financial Statements ang8opentary Data--Note 17 to the Consolidated Firzdi&tatements--Regulatory Matters"
for further discussion on dividend restrictions.

The Federal Reserve Board also has the authorfiyotaibit the Bank from engaging in activities thatthe Federal Reserve Board's opinion,
constitute unsafe or unsound practices in condgdtinbusiness. It is possible, depending uporitiaacial condition of the bank in question
and other factors, that the Federal Reserve Baarll@ssert that the payment of dividends or gplagments might, under some
circumstances, be an unsafe or unsound practicthdfuthe Federal Reserve Board has establishiddlmes with respect to the maintena
of appropriate levels of capital by banks or baokling companies under its jurisdiction. Compliamgth the standards set forth in such
guidelines and the restrictions that are, or mayrbposed under the prompt corrective action prowss of federal law could limit the amount
of dividends which the Bank or the Company may gde Commissioner may impose similar limitationstioe conduct of California-
chartered banks. See "Item 1. Business--SupervisidrRegulation--Capital Standards" and "ltem IsiBess--Supervision and Regulation--
Prompt Corrective Action and Other Enforcement Meatbms," for a discussion of these additional ig&ins on capital distributions.

The Bank is subject to certain restrictions impadsgdederal law on any extensions of credit totharissuance of a guarantee or letter of
credit on behalf of, the Company or other affil@tthe purchase of, or investments in, stock ceratkecurities thereof, the taking of such
securities as collateral for loans, and the purelwisssets of the Company or other affiliateshSestrictions prevent the Company and such
other affiliates from borrowing from the Bank urdehe loans are secured by marketable obligatibdesignated amounts. Further, such
secured loans and investments by the Bank to, dnénCompany or to, or in, any other affiliate lngited, individually, to 10.0% of the
Bank's capital and surplus (as defined by fedellations), and such secured loans and investraemténited, in the aggregate, to 20.0%
the Bank's capital and surplus (as defined by fdegulations). California law also imposes certastrictions with respect to transactions
involving the Company and other controlling persofithe Bank. Additional restrictions on transantawvith affiliates may be imposed on the
Bank under the prompt corrective action provisiohfederal law. See "ltem 1. Business--Supervisiod Regulation--Prompt Corrective
Action and Other Enforcement Mechanisms" for ralatescussion regarding restrictions on transactwitts affiliates.
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CAPITAL STANDARDS

The Federal Reserve Board has adopted minimunbeskd capital guidelines intended to provide a oreasf capital that reflects the deg

of risk associated with a banking organization'srafions for both transactions reported on thent&laheet as assets, and transactions, such
as commitments, letters of credit and recoursengaments, which are recorded as off-balance steasi Under these guidelines, dollar
amounts of assets and credit equivalent amouraff-tsalance sheet items are adjusted by one ofrakgenversion factors and/or risk
adjustment percentages.

The federal banking agencies require a minimuno @tiqualifying total capital to risk-adjusted assef 8% and a minimum ratio of Tier 1
capital to risk-adjusted assets of 4%. In additmthe risk-based guidelines, federal banking ratgu$ require banking organizations to
maintain a minimum amount of Tier 1 capital to tafaarterly average assets, referred to as thelllieverage ratio. For a banking
organization rated in the highest of the five catezs used by regulators to rate banking orgamimatithe minimum Tier 1 leverage ratio rr
be 3%. In addition to these uniform risk-based edjgjuidelines and leverage ratio requirementsapaty across the industry, the regulators
have the discretion to set individual minimum calpiequirements for specific institutions at rag@gificantly above the minimum guidelines
and ratios.

The federal banking agencies have adopted a jganey policy statement which provides that the adey and effectiveness of a bank's
interest rate risk management process and the dévisl interest rate exposures are critical factorthe evaluation of the bank's capital
adequacy. A bank with material weaknesses in fes@st rate risk management process or high leféfgerest rate exposure relative to its
capital will be directed by the federal banking rgjes to take corrective actions. Such actions imelyde recommendations or directions to
raise additional capital, strengthen managemergréisp, improve management information and measemesystems, reduce levels of
interest rate exposure, or some combination thetepénding upon the individual financial instituti® circumstances.

Financial institutions which have significant amtaiof their assets concentrated in high risk laamsontraditional banking activities, and
who fail to adequately manage these risks, maggeired to set aside capital in excess of the aggy minimums. The federal banking
agencies have not imposed any quantitative assas$onaletermining when these risks are significant have identified these issues as
important factors they will review in assessingita@mdequacy.

Future changes in regulations or practices coutthén reduce the amount of capital recognized foppses of capital adequacy. Such
changes could affect the ability of the Company tredBank to grow and could restrict the amourgrofits, if any, available for the payme
of dividends. See "ltem 8. Financial Statements@mgplementary Data--Note 17 to the Consolidatedrgial Statements--Regulatory
Matters" for the Company's and Bank's capital sadie of December 31, 1998.

PROMPT CORRECTIVE ACTION AND OTHER ENFORCEMENT MECH ANISMS

Federal banking agencies possess broad powersstadarective and other supervisory action as deesperopriate on an insured depository
institution and its holding company. Federal laeguire each federal banking agency to take prownpéctive action to resolve the problems
of insured depository institutions, including, Imat limited to, those institutions which fall belawe or more of the prescribed minimum
required capital ratios. Such laws require eackri@danking agency to promulgate regulations dedithe following five categories in whi
an insured depository institution will be placedséd on the level of its capital ratios: well calEed, adequately capitalized,
undercapitalized, significantly undercapitalizexd @ritically undercapitalized.

The Company's and the Bank's capital ratios weex@ess of regulatory guidelines for a well cajtad depository institution as of Decem
31, 1998. See "Item 8. Financial Statements angl8opentary Data-- Note 17 to the Consolidated FirsrStatements--Regulatory Matters"
for the Company's and Bank's capital ratios asexfdinber 31, 1998.

A depository institution that, based upon its cald#vels, is classified as well capitalized, adsqly capitalized or undercapitalized may be
treated as though it were in the next lower capiddgory if the appropriate federal banking ageattgr notice and opportunity for hearing,
determines that an unsafe or unsound conditioanamsafe or unsound practice, warrants such tegdtrAt each successive lower capital
category, an insured depository institution is sabjo more restrictions. The federal banking agesnc
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however, may not treat an institution as criticalfydercapitalized unless its capital ratios acjualirrant such treatment.

In addition to measures taken under the prompective action provisions, banking organizations meaysubject to potential enforcement
actions by the federal regulators for unsafe opund practices in conducting their businessesproviblation of any law, rule, regulation,
condition imposed in writing by the agency, or tesfra written agreement with the agency. Enforcaraetions may include the appointment
of a conservator or receiver, the issuance of aecaad desist order that can be judicially enfgrtdesltermination of deposit insurance (in the
case of a depository institution), the impositidrtivil monetary penalties, the issuance of dineetito increase capital, the issuance of formal
and informal agreements, the issuance of removhpaohibition orders against institution-affiliatpdrties, and the enforcement of such
actions through injunctions or restraining ordeasda upon a judicial determination that the agevmyld be harmed if such equitable relief
was not granted.

SAFETY AND SOUNDNESS STANDARDS

The federal banking agencies have adopted guidaimassist in identifying and addressing potestadtty and soundness concerns before
capital becomes impaired. The guidelines set fopirational and managerial standards relating)toitérnal controls, information systems
and internal audit systems, (ii) loan documentat{oi) credit underwriting, (iv) asset growth, afd compensation, fees and benefits. In
addition, the federal banking agencies have marentty adopted safety and soundness guidelinesresfect to asset quality and earnings.
The federal banking agencies have also adoptetl giszkty guidelines which provide six standardsdetablishing and maintaining a system
to identify problem assets and prevent those afsetsdeteriorating. Under these standards, arréusdepository institution should: (i)
conduct periodic asset quality reviews to idengifgblem assets,

(i) estimate the inherent losses in problem asmadsestablish reserves that are sufficient torbbasstimated losses, (iii) compare problem
asset totals to capital, (iv) take appropriate extive action to resolve problem assets, (v) candite size and potential risks of material asset
concentrations, and (vi) provide periodic assetityugeports with adequate information for managatrend the board of directors to assess
the level of asset risk. Finally, the federal baigkagencies have adopted earnings guidelines vgkicforth standards for evaluating and
monitoring earnings and for ensuring that earnargssufficient for the maintenance of adequatetabaind reserves.

PREMIUMS FOR DEPOSIT INSURANCE

The Bank's deposit accounts are insured by thed&idministered by the FDIC, up to the maximunmitézd by law. Insurance of deposits
may be terminated by the FDIC upon a finding thatfinancial institution has engaged in unsafermound practices, is in an unsafe or
unsound condition to continue operations, or hakated any applicable law, regulation, rule, or@ergondition imposed by the FDIC or by
the financial institution's primary regulator.

The FDIC charges an annual assessment for theamseiiof deposits, which as of December 31, 1998awh from O to 27 basis points per
$100 of insured deposits, based on the risk aqodati financial institution poses to its deposgurance fund. The risk classification is based
on a financial institution's capital group and supry subgroup assignment. At December 31, 1888Bank's assessment rate was the
statutory minimum assessment of $2,000 per year.

In addition to its normal deposit insurance premasra member of the BIF, the Bank pays an amourgléq approximately 1.3 basis points
per $100 of insured deposits toward the retiremé&financing Corporation bonds ("Fico Bonds") isbirethe 1980s to assist in the recovery
of the savings and loan industry. Members of thér§s Association Insurance Fund (the "SAIF"), loyirast, pay, in addition to their

normal deposit insurance premium as members dB&lIE, approximately 6.4 basis points per $100 sfined deposits toward the retirement
of the Fico Bonds. Under the Economic Growth angel&ork Reduction Act (the "Paperwork Reduction"Adhe FDIC is not permitted to
establish SAIF assessment rates that are lowerctiraparable BIF assessment rates. Beginning notltata January 1, 2000, the assessment
rate paid toward the retirement of the Fico Bondkhe equal for members of the BIF and the SAIRo&ld the insurance funds be merged
before January 1, 2000, the assessment rate pailll imgmbers of this new fund toward the retirenadrthe Fico Bonds would be equal upon
the time of merger.
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INTERSTATE BANKING AND BRANCHING

The BHCA currently permits bank holding companiesf any state to acquire banks and bank holdingpemies located in any other state,
subject to certain conditions, including certaitioravide and state-imposed concentration limitsal&ahave the ability, subject to certain
restrictions, to acquire by acquisition or mergerizhes located outside their home state. Theles$tatent of new interstate branches is also
possible in those states with laws that expressiynji it. Interstate branches are subject to aeittais of the states in which they are located.
Competition may increase further as banks branobsactate lines and enter new markets.

COMMUNITY REINVESTMENT ACT AND FAIR LENDING DEVELOP MENTS

The Bank is subject to certain fair lending lawd a@porting obligations involving home mortgagediery operations and Community
Reinvestment Act ("CRA") activities. The CRA genraequires the federal banking agencies to evelttae record of a bank in meeting the
credit needs of its local communities, includingidand moderate-income neighborhoods. A bank magubgect to substantial penalties and
corrective measures for a violation of certain fanding laws. The federal banking agencies mag takmpliance with such laws and CRA
obligations into account when regulating and suigérg other activities.

A bank's compliance with its CRA obligations is ma@ed via a performandesed evaluation system, which bases CRA ratingsforancia
institution's actual lending service and investnmformance. When a bank holding company apptieagproval to acquire a bank or other
bank holding company, the Federal Reserve Boaldevilew the CRA assessment of each subsidiary béttke applicant bank holding
company, and such records may be the basis foiirtpttye application. In June 1997, the Federal ResBoard rated the Bank "satisfacto
in complying with its CRA obligations.

YEAR 2000 READINESS DISCLOSURE

The Federal Financial Institutions Examination Cou(FFIEC), an oversight authority for financiaistitutions, has issued several
interagency statements on Year 2000 project awasefidese statements require financial institutionamong other things, examine the
Year 2000 implications of their reliance on vendaletermine the potential impact of the Year 2680ié on their customers, suppliers and
borrowers, and to survey its exposure, measuresksaind prepare a plan to address the Year 2@0@.i$n addition, federal banking
regulators have issued safety and soundness queddt) be followed by financial institutions to @®sresolution of any Year 2000 problems.
The federal banking agencies have asserted that20€8 testing and certification is a key safetg aoundness issue in conjunction with
regulatory examinations, and the failure to appedply address the Year 2000 issue could res@tipervisory action, including the reduction
of the institution's supervisory ratings, the dénfaapplications for mergers or acquisitions, e tmposition of civil monetary penalties.

The Company, following an initial awareness ph&satilizing a three-phase plan for achieving Y2@00 readiness. The Assessment Phase
was intended to determine which computers, opayatystems and applications require remediationpsiaditizing those remediation efforts
by identifying mission critical systems. The Assassat Phase has been completed except for the og-gesessment of new systems. The
Remediation and Testing Phase addressed the ¢orrectreplacement of any non-compliant hardwar software related to the mission
critical systems and testing of those systems.eSinast of the Bank's information technology systemsoff-the-shelf software, remediation
efforts have focused on obtaining Year 2000 compligoplication upgrades. The Bank's core bankistesy, which runs loans, deposits and
the general ledger, has been upgraded to the Y088 @mpliant version and has been forward datedesd Year 2000 certified by the
Bank. The Year 2000 releases for all of the Baattier internal mission critical systems have alkserbreceived, forward date tested and
certified. The next step of this phase, testingsiois critical service providers, is anticipate®substantially completed by March 31, 1999.
During the final phase, the Implementation Phasmediated and validated code will be tested infates with customers, business partners,
government institutions, and others. It is antitgplathat the Implementation Phase will be subsifipttompleted by June 30, 1999.

The Company may be impacted by the Year 2000 camqsi issues of governmental agencies, businesdeaxtar entities who provide data
to, or receive data from, the Company, and byiestisuch as borrowers, vendors, customers, anddassspartners, whose financial condit
or operational capability is significant to
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the Company. Therefore, the Company's Year 2002 gralso includes assessing the Year 2000 reaglofesertain customers, borrowers,
vendors, business partners, counterparties, anerigmental entities. In addition to assessing tadiress of these external parties, the
Company is developing contingency plans which initlude plans to recover operations and alternatigamitigate the effects of
counterparties whose own failure to properly adsl¥dsar 2000 issues may adversely impact the Con'gahility to perform certain
functions. These contingency plans are currentiygodeveloped and are expected to be substantiathpleted by June 30, 1999.

If Year 2000 issues are not adequately addresséueb@ompany and significant third parties, the @any's business, results of operations
and financial position could be materially adveyssfected. Failure of certain vendors to be Ye@@®compliant could result in disruption of
important services upon which the Company depandkiding, but not limited to, such services as¢elmmunications, electrical power and
data processing. Failure of the Company's loaroousts to properly prepare for the Year 2000 coldd eesult in increases in problem loans
and credit losses in future years. It is not, haavepossible to quantify the potential impact of aoch losses at this time. Notwithstanding
Company's efforts, there can be no assurancelth&@dampany or significant third party vendors dreotsignificant third parties will
adequately address their Year 2000 issues. The @uwyrip continuing to assess the Year 2000 readofebérd parties but does not know at
this time whether the failure of third parties ® Year 2000 compliant will have a material effecttbe Company's results of operations,
liquidity and financial condition.

The Company currently estimates that its total émsthe Year 2000 project will approximate $3.0dlimn. During 1998, the Company
incurred $1.5 million in charges related to its Y2800 remediation effort and expects to incur $ifion in 1999. Charges include the cost
of external consulting and the cost of acceleradpthcement of hardware, but do not include thé ebmiternal staff redeployed to the Year
2000 project. The Company does not believe thatatieployment of internal staff will have a matemapact on its financial condition or
results of operations.

The foregoing paragraphs contain a number of faiv@oking statements. These statements reflect fmant's best current estimates,
which were based on numerous assumptions abouefatents, including the continued availabilityceftain resources, representations
received from third party service providers andeotfactors. There can be no guarantee that théseagss, including Year 2000 costs, will
achieved, and actual results could differ matgrifthm those estimates. A number of important fexctmuld cause Management's estimates
and the impact of the Year 2000 issue to differamally from what is described in the forward-loogistatements contained in the above
paragraphs. Those factors include, but are notduito, the availability and cost of programmerd ather systems personnel, inaccurate or
incomplete execution of the phases, results of 26860 testing, adequate resolution of Year 200@eisdy the Company's customers,
vendors, competitors, and counterparties, and airaitcertainties.

The forward-looking statements made in the foregdiear 2000 discussion speak only as of the datehich such statements are made, and
the Company undertakes no obligation to updatef@myard-looking statement to reflect events orwinstances after the date on which such
statement is made or to reflect the occurrencanahticipated events.

RECENT ACCOUNTING PRONOUNCEMENTS

In June 1997, the Financial Accounting Standardsr@&¢the "FASB") issued Statement of Financial Asting Standards ("SFAS") No. 1z
"Reporting Comprehensive Income.” SFAS No. 130distaes standards for all entities for reportinghpoehensive income and its
components in financial statements. This statemesqtires that all items which are required to lmgaized under accounting standards as
components of comprehensive income be reportediiraacial statement that is displayed with the sgarominence as other financial
statements. Comprehensive income is equal to netria plus the change in "other comprehensive in¢oasedefined by SFAS No. 130. The
only component of other comprehensive income ctisrapplicable to the Company is the net unrealigeih or loss on available-for-sale
investments. SFAS No. 130 requires that an er(tifyclassify items of other comprehensive incoméhigyr nature in a financial statement,
and (b) report the accumulated balance of othepecehensive income separately from common stocketathed earnings in the equity
section of the balance sheet. This statementéstfe for financial statements issued for fisagns beginning after December 15, 1997 and
was adopted by the Company as of January 1, 1228'I&m 8. Financial Statements and Supplemeiliatg--Note 11 to the Consolidated
Financial Statements--Comprehensive Income."
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In June 1997, the FASB issued SFAS No. 131, "Dsales about Segments of an Enterprise and Relafiganation.” This statement
establishes standards for publicly held entitieliow in reporting information about operatinggseents in annual financial statements and
requires that those entities also report selectfimation about operating segments in interimrfoial statements. This statement also
establishes standards for related disclosures givodticts and services, geographic areas and magtomers. This statement is effective for
financial statements issued for periods beginnftey ®ecember 15, 1997 and was adopted by the Coyrgmmof December 31, 1998. See
"ltem 8. Financial Statements and SupplementargaBidote 1 to the Consolidated Financial Stateme®ignificant Accounting Policies."

SFAS No. 132, "Statement on Employers' Disclosalesit Pensions and Other Post-Retirement Benefés'issued by the FASB in
February 1998. This statement is effective forritial statements issued for fiscal years beginaftey December 15, 1997. The Company
does not have a pension plan or provide for otbet-petirement benefits for employees, and thusgtdtement does not have a material
impact on the Company's consolidated financiabstants.

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actieg." This statement requires that
an entity recognize all derivatives as either assetiabilities in the balance sheet and measwsd instruments at fair value. The stateme
effective for fiscal quarters of fiscal years beging after June 15, 1999. The Company expectsdptatlis statement on January 1, 2000.

Company has not yet determined the impact of itgptidn on the Company's consolidated financiakstents.

In October 1998, FASB issued SFAS No. 134, "Accimgnfor Mortgage-Backed Securities Retained after$ecuritization of Mortgage
Loans Held for Sale by a Mortgage Banking EntemtiSFAS No. 134 amends SFAS No. 65, "AccountimgCfertain Mortgage Banking
Activities," which establishes accounting and réipgrstandards for certain activities of mortgagaling enterprises and other enterprises
that conduct operations that are substantiallylaimSFAS No. 134 requires that after the secuatiiin of mortgage loans held for sale, the
resulting mortgage-backed securities and otheinedianterests should be classified in accordantte 8FAS No. 115, "Accounting for
Certain Investments in Debt and Equity Securitibgged on the company's ability and intent tocgdiold those investments. SFAS No. 134
is effective for the first fiscal quarter beginniafier December 15, 1998. The Company does notcéxipe adoption of this statement to have
a material impact on the Company's consolidateahfiral statements.

ITEM 2. PROPERTIES

In 1995, the Bank relocated its corporate headgusend main branch and entered into a 10-yeas lmas two-story office building located
at 3003 Tasman Drive, Santa Clara, Californiauly 1997, the Bank finalized an amendment to thgimal lease associated with its
corporate headquarters. The amendment providekddease of additional premises, approximatin@®® square feet, adjacent to the
existing headquarters facility. The Company begarupying the additional premises in August 1998.

In addition to the headquarters lease in SantaaClhe Bank has entered into various other leasgwdperties that serve as branches and/or
loan offices. These properties are located in ¢flewing locations within California: Irvine, MenlBark, Palo Alto, San Diego, St. Helena,
and West Los Angeles. Offices located outside dff@aia include: Phoenix, Arizona; Boulder, Cold@ Atlanta, Georgia; Rosemont,
lllinois; Rockville, Maryland; Wellesley, Massaclaits; Beaverton, Oregon; Austin, Texas; and BekleWashington. All Bank properties
are occupied under leases, which expire at vadates through May 2005, and in most instanceg)decbptions to renew or extend at ma
rates and terms. The Bank also owns leasehold weprents and furniture, fixtures and equipmentsapitices, all of which are used in the
Bank's business activities.

ITEM 3. LEGAL PROCEEDINGS

There were no legal proceedings requiring disclgursuant to this item pending at December 318 ,180at the date of this report.
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote by the shadenslof the Company's common stock during the foguiarter of 199¢
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PART Il
ITEM 5. MARKET FOR THE REGISTRANT'S COMMON EQUITY A ND RELATED STOCKHOLDER MATTERS
MARKET INFORMATION

The Company's common stock is traded over the eowmt the National Association of Securities Deafsutomated Quotation (Nasdaq)
National Market under the symbol "SIVE

The following table presents the high and low saléses for the Company's common stock for eachtgrlg period during the last two yea
based on the daily closing price as reported byNi#edaq National Market. The 1997 stock prices Hepen restated to reflect a two-for-one
stock split distributed on May 1, 1998.

1998 1997
QUARTER LOW HIGH LO W HIGH
2519 $ 3194 $ 1 6.13 $ 19.75
30.47 $ 36.00 $ 1 6.69 $ 23.00
1481 $ 3850 $ 2 0.94 $ 29.88
1250 $ 26.63 $ 2 457 $ 29.22
SHAREHOLDERS

The number of shareholders of record of the Compargmmon stock was 721 as of January 31, 1999.
DIVIDENDS

The Company declared no cash dividends in 199D88,1and is subject to certain restrictions andtditions on the payment of dividends
pursuant to existing and applicable laws and regula. See "ltem 1. Business--Supervision and Reigul--Dividends and Other Transfers
Funds," and "Item 8. Financial Statements and Supehtary Data--Note 17 to the Consolidated FindiStatements--Regulatory Matters"
for additional discussion on restrictions and latitins on the payment of dividends.
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ITEM 6. SELECTED FINANCIAL DATA

The following selected financial data should badrgaconjunction with the Company's financial stagmts and supplementary data as
presented in Item 8 of this report. Certain redfesdions have been made to the Company's priarsygesults to conform with 1998
presentations. In addition, the Common Share Sumiméosrmation for the prior years has been restate@flect a two-for-one stock split
distributed on May 1, 1998. Such reclassificatibad no effect on the results of operations or s$twders' equity.

YEARS ENDED DECEMBER 31,

199 8 1997 1996 1995 1994
(DO LLARS AND NUMBERS IN THOUSANDS, EXCEPT PER SHARE ANMDUNTS)

INCOME STATEMENT SUMMARY:
Net interest income............cccoeee.. $ 14 6,615 $ 110,824 $ 87,275 $ 73,952 $ 60,260
Provision for loan losses 3 7,159 10,067 10,426 8,737 3,087
Noninterest income..... 2 3,162 13,265 11,609 12,565 4,922
Noninterest expense... 8 3,645 66,301 52,682 47,925 45,599
Income before taxes.... 4 8,973 47,721 35,776 29,855 16,496
Income tax expense...........ccccvvvenee 2 0,117 20,043 14,310 11,702 7,430
Net income..........c....... 2 8,856 27,678 21,466 18,153 9,066
COMMON SHARE SUMMARY:
Basic earnings per share.................. $ 142 $ 143 $ 117 $ 1.04 $ 0.55
Diluted earnings per share................ 1.38 1.36 1.11 0.99 0.53
Book value per share............cc..c..... 10.42 8.75 7.26 5.86 4.54
Weighted average shares outstanding....... 2 0,268 19,370 18,426 17,494 16,670
Weighted average diluted shares

outstanding..........cccceeeevirennnen. 2 0,923 20,338 19,382 18,288 17,066
YEAR-END BALANCE SHEET SUMMARY:
Loans, net of unearned income............. $ 161 1,921 $ 1,174,645 $ 863,492 $ 738,405 $ 703,809
ASSELS..ciiiiiie 3,54 5,452 2,625,123 1,924,544 1,407,587 1,161,539
DEPOSILS...cciuviriiiieiiieeiieeiienn 3,26 9,753 2,432,407 1,774,304 1,290,060 1,075,373
Shareholders' equity..........ccccueeen. 21 5,865 174,481 135,400 104,974 77,257
AVERAGE BALANCE SHEET SUMMARY:
Loans, net of unearned income............. $ 131 8,826 $ 973,637 $ 779,655 $ 681,255 $ 592,759
ASSELS...iiiiiie e 0,548 2,140,630 1,573,903 1,165,004 956,336
Deposits........ccccveeene . 6,041 1,973,118 1,441,360 1,060,333 877,787
Shareholders' equity 8,675 152,118 119,788 91,710 73,461
CAPITAL RATIOS:
Total risk-based capital ratio............ 11.5% 11.5% 11.5% 11.9% 10.1%
Tier 1 risk-based capital ratio........... 10.3% 10.2% 10.2% 10.6% 8.9%
Tier 1 leverage ratio.............c....... 7.6% 7.1% 7.7% 8.0% 8.3%
Average shareholders' equity to average

ASSELS....evvieiiie e 6.6% 7.1% 7.6% 7.9% 7.7%
SELECTED FINANCIAL RATIOS:
Return on average assets.................. 1.0% 1.3% 1.4% 1.6% 0.9%
Return on average shareholders'

EQUILY...veeeeeeeiiee e 14.5% 18.2% 17.9% 19.8% 12.3%
Efficiency ratio.........c.ccoceeeeeenn. 53.8% 55.9% 55.9% 60.6% 68.3%
Net interest margin.............cccocueee 5.2% 5.6% 6.1% 7.1% 7.2%
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis of financiahdition and results of operations should be meawnjunction with the Company's
financial statements and supplementary data asmexsin Item 8 of this report. In addition to bistal information, this discussion and
analysis includes certain forward-looking staterseagarding events and circumstances which magtefie Company's future results. Such
forward-looking statements are subject to risks @mekrtainties that could cause the Company's laetsalts to differ materially. These risks
and uncertainties include, but are not limitedtose described in this discussion and analysiwegdisas those described in Item 1 of this
report.

The Company wishes to caution readers not to pladee reliance on any forwatoeking statements included herein, which speal aslof
the date made. The Company does not undertakespauifically disclaims any obligation, to update émrward{ooking statements to refle
unanticipated events and circumstances occurrirg tife date of such statements.

Certain reclassifications have been made to thep2omis prior years results to conform with 199&prgations. Such reclassifications ha
effect on the results of operations or shareholdensity.

RESULTS OF OPERATIONS
EARNINGS SUMMARY

The Company reported net income in 1998 of $28lBomj compared with net income in 1997 and 1996®7.7 million and $21.5 million,
respectively. Diluted earnings per share totale@&%in 1998, compared to $1.36 and $1.11 in 19971896, respectively. Return on average
equity in 1998 was 14.5%, compared with 18.2% i8718nd 17.9% in 1996. Return on average asse®9i® was 1.0%, compared with 1.:

in 1997 and 1.4% in 1996.

The slight increase in net income for 1998, as amengbto 1997, was primarily attributable to growthooth net interest income and
noninterest income, and was almost entirely otfged significant increase in the provision for Idasses and an increase in noninterest
expense. The increase in net income for 1997, mpared with 1996, was largely due to growth inintrest income, partially offset by an
increase in noninterest expense. The major compeiémet income and changes in these componemtsuanmarized in the following table
for the years ended December 31, 1998, 1997 ang, 59@ are discussed in more detail on the follgvpiages.

YEARS ENDED DECEMBER 31,

199 7 TO 1996

1998 TO 1997 | NCREASE

1998 1997 INCREASE 1996 (D ECREASE)

(DOLLARS IN THOUSANDS)

Net interest income..............cceeevvenee. $ 146,615 $ 110,824 $ 35,791 $ 87,275 $ 23,549
Provision for loan losses..............cc....... 37,159 10,067 27,092 10,426 (359)
Noninterest incCOme.........ccccvvveeeeeeeeennn. 23,162 13,265 9,897 11,609 1,656
Noninterest exXpense...........ccccvveeeeueeenn. 83,645 66,301 17,344 52,682 13,619
Income before income taxes...................... 48,973 47,721 1,252 35,776 11,945
Income tax eXpense...........cccvvvvvreeeeeeens 20,117 20,043 74 14,310 5,733
Net iNCOME........ccovvevieeeiieeciieee, $ 28,856 $ 27,678 $ 1,178 $ 21,466 $ 6,212

NET INTEREST INCOME AND MARGIN

Net interest income represents the difference batvirerest earned, primarily on loans and investmend interest paid on funding sour«
primarily deposits, and is the principal sourceesfenue for the Company. Net interest margin isatiheunt of net interest income, on a fully
taxable-equivalent basis, expressed as a perceotayerage interest-earning assets. The averatprg@arned on interest-earning assets is the
amount of taxable-equivalent interest income exygeésas a percentage of average interest-earniatpashe average rate paid on funding
sources expresses interest expense as a perceftaggage interest-earning assets.
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The following table sets forth average assetsiliieds and shareholders' equity, interest income imterest expense, average yields and rates
and the composition of the Company's net interesgim for the years ended December 31, 1998, 18871896.

AVERAGE
BALANCE INTERE

Interest-earning assets:
Federal funds sold and
securities purchased under
agreement to resell (1)..... $396,488 $ 21,
Investment securities:

Taxable..................... 1,044,918 61,
Non-taxable (2)............. 78,234 5,
Loans: (3), (4), (5)
Commercial.................. 1,157,949 122,
Real estate construction and
term.....ccceeeeeeeeeenn, 115,743 12,
Consumer and other.......... 45,134 4,

Cash and due from banks......... 137,096
Allowance for loan losses....... (40,055)
Other real estate owned......... 681

Other assets..........c.........

Total assets......cccceeveeenne

Funding sources:
Interest-bearing liabilities:
NOW deposits................. $ 18,702
Regular money market
deposits........cccveeennns 338,585 9,
Bonus money market deposits... 1,487,240 63,
Time deposits................. 131,530 5,
Other borrowings.. . 66

Total interest-bearing
liabilities..........cccoeu. 1,976,123 78,
Portion of noninterest-bearing
funding sources..... 862,343

Total funding sources. . 2,838,466 78,

Noninterest-bearing funding

sources:
Demand deposits............... 769,984
Other liabilities............. 22,146

Trust preferred securities.... 23,620
Shareholders' equity.......... 198,675

Portion used to fund interest-

earning assets..... .. (862,343)
Total liabilities and
shareholders'
equity $2,990,548

Net interest income and
margin........cceeeeeevenne. $ 148,

AVERAGE
YIELD
AND
RATE
Interest-earning assets:
Federal funds sold and
securities purchased under
agreement to resell (1)..... 5.4%
Investment securities:
Taxable............cou... 5.7

YEARS ENDED DECEMBER 31,

8 1997
AVERAGE AVERAGE
YIELD YIELD
AND  AVERAGE AND

ST RATE BALANCE INTEREST RATE

(DOLLARS IN THOUSANDS)

305 5.4% $312,398 $ 17,264 5.5%

515 5.9 671,390 40,360 6.0

034 64 33801 2320 6.9

708  10.6 858459 95304  11.1

364 107 78311 8,063  10.3

064 9.0 36867 3473 94

136 106 973,637 106,840  11.0

990 8.0 1,991,226 166,784 8.4

148,044
(37,568)
1,192
37,736
$2,140,630

348 1.9 $ 15814 308 1.9

189 2.7 345828 9,368 2.7

155 4.3 895259 40,885 4.6

917 45 107,742 4587 4.3

4 6.0 5 - 5.0

613 4.0 1,364,648 55,148 4.0

626,578
613 2.8 1,991,226 55,148 2.8
608,475
15,389
152,118
(626,578)
377 5.6%

AVERAGE
BALANCE INTEREST

$ 244,408 $ 13,106

411,743 23,587
8,112 749

658,316 75,750

81,358 8,471
39,981 3,672

981,337 37,798

462,581

460,053
12,725

119,788

(462,581)




Non-taxable (2)............. 9.2
Loans: (3), (4), (5)

Commercial.................. 11.5
Real estate construction and
term....eeeeen, 104

9.2

8.7

Cash and due from banks.........
Allowance for loan losses.......
Other real estate owned.........

Other assets...
Total assets..........ccecv...
Funding sources:
Interest-bearing liabilities:

NOW deposits.........c........ 2.2

Regular money market

deposits........cccvveenne 2.7

Bonus money market deposits... 4.5

Time deposits..........c..... 4.0

Other borrowings

Total interest-bearing
liabilities..........ccccee.. 3.9

Portion of noninterest-bearing
funding sources...............

Total funding sources........... 2.6

Noninterest-bearing funding
sources:
Demand deposits...............
Other liabilities.............
Trust preferred securities....
Shareholders' equity..........
Portion used to fund interest-

earning assets.............

Total liabilities and
shareholders'
eqUItY....ccvreeriiieeiiee

Net interest income and
Margin......cccoeveernunens 6.1%

(1) Includes average interest-bearing depositshiardinancial institutions of $240, $306 and $343998, 1997 and 1996, respectively.

(2) Interest income on non-taxable investmentsaesgnted on a fully taxable-equivalent basis uiegiederal statutory rate of 35% in 1998,
1997 and 1996. These adjustments were $1,762, &81 %262 for the years ended December 31, 1998, 4199 1996, respectively.

(3) Average loans include average nonaccrual |08826,158, $19,681 and $22,897 in 1998, 1997 &6 lrespectively.
(4) Average loans are net of average unearned ie@fi$i8,299, $6,922 and $4,169 in 1998, 1997 a®é I@spectively.
(5) Loan interest income includes loan fees of $32, $10,567 and $8,176 in 1998, 1997 and 1996entisely.
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Net interest income is affected by changes in thewant and mix of intere-earnings assets and interest-bearing liabilitefgrred to as

"volume change." Net interest income is also affddiy changes in yields earned on interest-eaassgts and rates paid on interest-bearing
liabilities, referred to as "rate change." Theduwling table sets forth changes in interest inconmbiaterest expense for each major catego
interest-earning assets and interest-bearingiliaisil The table also reflects the amount of chatgéutable to both volume and rate changes
for the years indicated. Changes relating to imaests in non-taxable municipal securities are preskeon a fully taxable-equivalent basis
using the federal statutory rate of 35% in 1998718nd 1996.

1998 COMPARED TO 1997 1997 COMPARED T 0 1996
INCREASE (DECREASE) INCREASE (DECR EASE)
DUE TO CHANGE IN DUE TO CHANGE IN

v OLUME RATE TOTAL VOLUME RATE TOTAL

(DOLLARS IN THOUSANDS)
Interest income:
Federal funds sold and securities purchased

under agreement to resell.................. $ 4518 $ (477)$ 4,041 $ 3,757 $ 401 $ 4,158
Investment securities.............ccccuveee. 24,765 (896) 23,869 17,269 1,075 18,344
LOANS.....ciiiiieiiie e 36,418 (4,122) 32,296 21,286 (2,339 ) 18,947

Increase (decrease) in interest income......... 65,701 (5,495) 60,206 42,312 (863 ) 41,449
Interest expense:
NOW deposits........ccoceeereeeniieninanns 54 (14) 40 108 (23 ) 85
Regular money market deposits................ (197) 18 (179) 894 14 908
Bonus money market deposits.................. 25,138 (2,868) 22,270 14,021 552 14,573
Time depositS.......ccceeeuieeiieeiiiieens 1,070 260 1,330 1,608 178 1,786
Other borrowings.........cccocceveeeeinnen. 4 - 4 - 2 ) 2)
Increase (decrease) in interest expense........ 26,069 (2,604) 23,465 16,631 719 17,350
Increase (decrease) in net interest income..... $ 39,632 $ (2,891) $ 36,741 $ 25,681 $ (1,582 )$ 24,099

Net interest income, on a fully taxa-equivalent basis, totaled $148.4 million in 1998jrecrease of $36.8 million, or 32.9%, from the $B
million total in 1997. The increase in net inter@siome was attributable to a $60.2 million, orl36, increase in interest income, offset by a
$23.5 million, or 42.5%, increase in interest exggeaver the comparable prior year period. Net @steincome in 1997, on a fully taxable-
equivalent basis, increased $24.1 million, or 27.88tnpared to the $87.5 million total in 1996. Tinisrease in net interest income was the
result of a $41.4 million, or 33.1%, increase itenest income, offset by a $17.4 million, or 45.986rease in interest expense over the
comparable prior year period.

The $60.2 million increase in interest income 888, as compared to 1997, was the result of a $68lidn favorable volume variance,
slightly offset by a $5.5 million unfavorable ratariance. The $65.7 million favorable volume vadamesulted from a $847.2 million, or
42.5%, increase in average interest- earning agsetshe comparable prior year period. The incéasverage interest-earning assets
resulted from strong growth in the Company's avedeposits, which increased $772.9 million, or 39.fom 1997 to 1998. The increase in
average interest-earning assets consisted of ledmeh increased $345.2 million, plus a combinatiémighly liquid, lower-yielding federal
funds sold, securities purchased under agreemeas#dl and investment securities, which colledyivecreased $502.0 million, accounting
for 59.3% of the total increase in average inteeeshing assets.

Average loans increased $345.2 million, or 35.594,998 as compared to 1997, resulting in a $36lkbmfavorable volume variance. This
growth was widely distributed throughout the loamtfolio, as reflected by increased loan balanoedlliof the Company's technology, life

sciences and special industry niche practiceqecialized lending products, and throughout the gamy's loan offices located across the
nation.

In December 1998, the Company announced that thk Bad discontinued new loan originations assogiwii¢h its Religious Financial
Resources (RFR) Division. Started in 1995, the Baeauk approximately $175.0 million in outstandingris to religious organizations,
predominantly for construction of buildings for
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worship and education, as of December 31, 1998.p@titive changes within the religious organizatiomarket affected the Bank's ability to
generate its anticipated loan yield and providarret that exceed the Company's required returrapitat. The credit quality of the RFR
portfolio was not a factor in the Company's decidim discontinue new RFR loan origination. Sinagejstion, the Company has not incurred
any losses associated with the RFR portfolio. Tiseahtinuation of new RFR loan origination could/dan effect on the future loan growth
of the Company.

Average investment securities for 1998 increasdd@ $4million, or 59.3%, as compared to 1997, rasglin a $24.8 million favorable volun
variance. The aforementioned strong growth in ayedeposits exceeded the growth in average loairggdl098, and generated excess fi
that were largely invested in U.S. agency secutitiellateralized mortgage obligations and municieaurities. The growth in the investment
portfolio reflected Management's actions to inceeas well as to further diversify the Company'dfptio of short-term investments in
response to a significant increase in liquidity.

Average federal funds sold and securities purchasddr agreement to resell in 1998 increased a icaul$84.1 million, or 26.9%, over the
prior year, resulting in a $4.5 million favorablelvme variance. This increase was largely dueeéafbrementioned strong growth in average
deposits during 1998 coupled with Management'sastio further diversify the Company's portfolioshiort-term investments.

For additional discussion of the Company's liqyidibd investment management activities, see the Ttsections entitled "Interest Rate Risk
Management" and "Liquidity."

Unfavorable rate variances associated with eactpoaamt of interest-earning assets in 1998 resuiteddecrease in interest income of $5.5
million as compared to the prior year. Short-terarket interest rates declined during the seconfdoidl998. As a result of this decline, the
Company earned lower yields in 1998 on federal $uismld, securities purchased under agreementet agsl its investment securities, a
significant portion of which were short-term in ngg, resulting in a $1.4 million unfavorable ratgignce as compared to the prior year. The
average yield on loans in 1998 decreased 40 basissfrom 1997, accounting for the remaining $#illion of the total unfavorable rate
variance. This decrease was primarily attributableoth increased competition and a decline iratlerage prime rate charged by the
Company during the second half of 1998, as a satistgortion of the Company's loans are prime-tatsed.

The yield on average interest-earning assets deslet0 basis points in 1998 from the comparabte ggar period. This decrease resulted
from a decline in the average yield on loans, lgrdee to both increased competition and a dedfirtke Company's prime rate, as well as a
continuing shift in the composition of interest+@iag assets towards a higher percentage of higiuyd,, lower-yielding federal funds sold,
securities purchased under agreement to reselhaadtment securities. This shift in the compositid average interest-earning assets
resulted from the aforementioned strong growthepasits continuing to outpace the growth in the Gany's average loans during 1998.

The $41.4 million increase in interest income 897, as compared to 1996, was due to a $42.3 miiivorable volume variance, slightly
offset by a $0.9 million unfavorable rate varianthe $42.3 million favorable volume variance wdslattable to growth in average interest-
earning assets, which increased $547.3 milliol3708%, from the prior year comparable period. Teegase in average interest-earning
assets consisted of increases in each componém Gfompany's interest-earning assets, and redutt@dsignificant growth in average
deposits, which were up $531.8 million, or 36.9%6ni the comparable 1996 period.

Average loans increased $194.0 million, or 24.994,997 as compared to 1996. This year-over-yeaease was widely distributed
throughout the Company's niches and products, dasthe Company's loan offices located acrossétien.

The increase in average investment securities gui®97, as compared to 1996, of $285.3 millior6&0%, was largely invested in U.S.
agency securities, U.S. Treasury securities, mgeigmmcked securities, and municipal securitiess rdrease resulted from the
aforementioned strong deposit growth in 1997 tlkaeeded the growth in loans and was the resultariddement’s decision to both increase
the Company's portfolio of longéerm securities in an effort to obtain availablghar yields, and to increase as well as to furtinersify the
Company's portfolio of short-term investments isp@nse to a significant increase in
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liquidity. Average federal funds sold and secusijirchased under agreement to resell increase@ 6iion, or 27.8%, in 1997, and was
also a result of the aforementioned strong growttheiposits coupled with Management's actions théardiversify the Company's portfolio
of short-term investments.

In 1997, a $2.3 million unfavorable rate varianseaziated with loans was partially offset by a corat $1.4 million favorable rate variance
related to federal funds sold, securities purchasettr agreement to resell and investment secyrigsulting in a decrease in interest income
of $0.9 million as compared to 1996. The unfavagahte variance related to loans resulted from ba®0s points decline in the average yield
on loans from 1996 to 1997, and was largely duaedmeased competition. The average yields on fédiends sold, securities purchased ur
agreement to resell and investment securities aseckin 1997 from the prior year, and resulted fomth an increase in short-term market
interest rates and Management's actions to incteaseéompany's portfolio of longer-term securiiiean effort to obtain available higher
yields.

The total yield on average interesirning assets declined 30 basis points in 1997 th@ comparable prior year period. This decreasalte
from a decline in the average yield on loans, lgrdeae to increased competition, and a shift indbmposition of average interest-earning
assets towards a higher percentage of highly lidaider-yielding federal funds sold, securitiesghased under agreements to resell and
investment securities. This shift in the compositdd average interest-earning assets resulted tiheraforementioned strong growth in
average deposits outpacing growth in the Compawesage loans during 1997.

Interest expense in 1998 increased $23.5 milliomfl997. This increase was due to an unfavorablenevariance of $26.1 million,
partially offset by a favorable rate variance ofgs@illion. The unfavorable volume variance resiiieom a $611.5 million, or 44.8%,
increase in average interest-bearing liabilitie3988 as compared to 1997. This increase was Jacgelcentrated in the Company's bonus
money market deposit product, which increased $b81llion, or 66.1%, and was explained by high lswe client liquidity attributable to a
strong inflow of investment capital into the vertwapital community during 1998, and by growthhia humber of clients served by the
Company.

Changes in the average rates paid on interestrgelabilities had a $2.6 million favorable impaxt interest expense in 1998 as compared to
1997. This decrease in interest expense largeljtegsfrom a reduction in the average rate paithenCompany's bonus money market
deposit product from 4.6% in 1997 to 4.3% in 198 reduction during 1998 in the average rate paithe Company's bonus money ma
deposit product was largely attributable to a decih short-term market interest rates during #wsd half of 1998.

The average cost of funds paid in 1998 of 2.8% fleasvith the prior year. Although the average naséd on the Company's bonus money
market deposit product decreased during 1998 apamd to 1997, this was offset by a continuingtshithe composition of average interest-
bearing liabilities towards a higher percentagdegosits in that product.

The increase in interest expense for 1997 of $illl®n, as compared to 1996, was due to an unfvervolume variance of $16.6 million
and an unfavorable rate variance of $0.7 milliome Tinfavorable volume variance resulted from a $888llion, or 39.1%, increase in
average interest-bearing liabilities in 1997 as parad to 1996. This increase was primarily relabeithe Company's bonus money market
deposit product, which increased $307.0 milliomfrine prior year due to the high level of cliequidity attributable to the strong inflow of
investment capital into the venture capital comruand into the public equity markets, and duertanmgh during 1997 in the number of
clients served by the Company. The year-oxear $0.7 million unfavorable rate variance wagééy attributable to an increase during 19¢
the average rate paid on the Company's bonus nmagyet deposit product which resulted from an iasesin short-term market interest
rates, as well as a shift in the composition odriest-bearing liabilities towards a higher percgataf deposits in the bonus money market
deposit product.

In 1997, the average cost of funds paid increas@dd%, up from 2.6% in 1996. This increase wasbatiable to both an increase in the
average rate paid on the Company's bonus moneyetdefosit product in response to an increasedri-sérm market interest rates, as well
as to a shift in the composition of interest-begtiabilities towards a higher percentage of degsdsithe bonus money market deposit
product.
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PROVISION FOR LOAN LOSSES

The provision for loan losses is based on Managémewaluation of the adequacy of the existingvedioce for loan losses in relation to total
loans, and on Management's periodic assessmem aflierent and identified risk dynamics of thenlpartfolio resulting from reviews of
selected individual loans and loan commitments.

The Company's provision for loan losses totaled Z&illion in 1998, a significant increase compare®10.1 million and $10.4 million in
1997 and 1996, respectively. The large increasieerCompany's provision for loan losses in 1998 waesponse to the Company incurring
$28.9 million in net charge-offs in 1998, versusi$illion and $7.4 million in 1997 and 1996, resipeely. For a more detailed discussion of
credit quality and the allowance for loan losses, the Item 7 section entitled "Financial Conditi@nedit Quality and the Allowance for
Loan Losses."

NONINTEREST INCOME

The following table summarizes the components ofimerest income for the past three years:

YEARS ENDED DECEMB ER 31,
1998 1997 1996
(DOLLARS IN THOUS ANDS)
Letter of credit and foreign exchange income....... . L. $ 7,397 $ 4,512 $ 3,423
Disposition of client warrants..........ccceeeeeee.. e 6,657 5,480 5,389
INVESIMENE GAINS...vvviiiiiiiieeeeiei e e 5,240 90 1
Deposit SErvice ChargesS....cccocceveeevevevecceees e 1,730 1,772 1,663
Other i e 2,138 1,411 1,133
Total NONINtErest INCOME.....ccvvevvciiecceees e $ 23,162 $ 13,265 $ 11,609

Noninterest income increased $9.9 million, or 74.694.998 as compared to 1997. This increase wgsliadue to a $5.2 million increase
investment gains, coupled with a $2.9 million irae in letter of credit fees, foreign exchange &ekother trade finance income and a $1.2
million increase in income from the dispositionctiEnt warrants. Noninterest income increased #iillfon, or 14.3%, in 1997 as compared
to 1996. This increase was largely due to a $1llomincrease in letter of credit fees, foreigrckange fees and other trade finance income.

Letter of credit fees, foreign exchange fees ahémtrade finance income totaled $7.4 million i®89an increase of $2.9 million, or 63.9%,
from the $4.5 million total in 1997, and an increas $4.0 million, or 116.1%, from the $3.4 millieotal in 1996. The growth in this category
of noninterest income reflects a concerted effgrilanagement to expand the penetration of tradmfia-related products and services
among the Company's growing client base, a largeepéage of which provide products and servicestgrnational markets.

Income from the disposition of client warrants teth$6.7 million, $5.5 million and $5.4 million 098, 1997 and 1996, respectively. The
Company has historically obtained rights to acgsioek (in the form of warrants) in certain clieatspart of negotiated credit facilities. The
receipt of warrants does not change the loan caxsrta other collateral control techniques employgdhe Company to mitigate the risk ¢
loan becoming nonperforming, and collateral requ&ats on loans with warrants are similar to lendinrgngements where warrants are not
obtained. The timing and amount of income fromdtsposition of client warrants typically dependenpactors beyond the control of the
Company, including the general condition of theljmubquity markets as well as the merger and adggpnsenvironment. Therefore income
from the disposition of client warrants cannot bedicted with any degree of accuracy and is likelyary materially from period to period.
During the years ended December 31, 1998, 19978886, a significant portion of the income from theposition of client warrants was
offset by expenses related to the Company's effoibsiild an infrastructure sufficient to supporégent and prospective business activities,
and was also offset by increases to the provisiotofin losses during those years. As opportunitiesent themselves in future periods, the
Company may continue to reinvest some or all ofitiseme realized from the disposition of client veaats in furthering its business
strategies.
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The Company realized $5.2 million in gains on salesvestment securities during 1998, comparefitd million in gains on sales of
investment securities during 1997, and a nominal ga sales of investment securities during 199 Book value of securities sold during
1998 totaled $433.3 million and primarily consistédJ.S. Treasury securities, U.S. agency secaritisortgage-backed securities, and
collateralized mortgage obligations. All investmeaturities sold were classified as available-fde;sand all sales were conducted as a
normal component of the Company's asset/liability Bquidity management activities.

Income related to deposit service charges totaled illion, $1.8 million and $1.7 million in 1998997 and 1996, respectively. Clients
compensate the Company for depository servicesrdititough earnings credits computed on their dehd@posit balances, or via explicit
payments recognized by the Company as depositceethiarges income.

Other noninterest income is largely composed ofisetbased fee income, and totaled $2.1 millioh988, compared to $1.4 million in 1997
and $1.1 million in 1996, respectively. The incee&as1998, as compared to 1997 and 1996, was phintare to a higher volume of cash
management and loan documentation services refatbeé Company's growing client base.

NONINTEREST EXPENSE

Noninterest expense in 1998 totaled $83.6 millaf,17.3 million, or 26.2%, increase from 1997. Tatminterest expense was $66.3 mill

in 1997, up $13.6 million, or 25.9%, from 1996. Mgement closely monitors the Company's level ofriterest expense using a variety of
financial ratios, including the efficiency ratioh& efficiency ratio is calculated by dividing th@@unt of noninterest expense, excluding costs
associated with other real estate owned, by adjusteenues, defined as the total of net interestrire and noninterest income, excluding
income from the disposition of client warrants @aihs or losses related to sales of investmentisiesu This ratio reflects the level of
operating expense required to generate $1 of apgnavenue. The Company's efficiency ratio wa8%3for 1998, down from 55.9% for

both 1997 and 1996. The following table presergstail of noninterest expense and the incrementatibution of each expense line item
to the Company's efficiency ratio:

YEARS ENDED DECEMBER 31,

1998 1997 19 96
PERCENT OF PERCENT OF PERCENT OF
ADJUSTED ADJUSTED ADJUSTED
AMOUNT REVENUES AMOUNT REVENUES AMOUNT REVENUES
(DOLLARS IN THOUSANDS)
Compensation and benefits................ $ 44,23 2 28.0% $ 40,084 33.8% $ 31,417 33.6%
Professional services.................... 9,87 6 6.3 6,710 5.7 4,987 5.3
Furniture and equipment.................. 6,66 7 4.2 3,620 3.1 3,239 3.5
Business development and travel.......... 6,02 5 3.8 4,514 3.8 2,918 3.1
Net occupancy expense.................... 5,19 5 3.3 3,410 29 3,095 3.3
Postage and supplies..................... 2,22 5 1.4 1,600 1.3 1,448 15
Advertising and promotion................ 2,21 5 1.4 1,448 1.2 1,183 1.3
Telephone........ccocvevviiiiincennn. 2,15 7 14 1,444 1.2 1,277 14
Trust preferred securities
distributions...........ccccceeeeene 2,01 2 1.3 - - -- -
Other.....cooviiiieiieiee e, 4,25 5 2.7 3,395 2.9 2,720 2.9
Total, excluding cost of other real
estate owned...........cccoevveeeene 84,85 9 53.8% 66,225 55.9% 52,284 55.9%
Cost of other real estate owned.......... (1,21 4) 76 398
Total noninterest expense................ $ 83,64 5 $ 66,301 $ 52,682

Compensation and benefits expenses totaled $44i@min 1998, a $4.1 million, or 10.4%, increaseepthe $40.1 million incurred in 1997.
This increase was largely the result of an incréasiee number of average full-time equivalent (FpErsonnel employed by the Company,
from 417 in 1997 to 521 in 1998, partially offsgtddecrease in variable-based compensation expasseciated with the Company's
incentive bonus pool and employee stock ownership gue to lower than expected net income. Compiensand benefits
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expenses in 1997 increased $8.7 million, or 27 66m the $31.4 million total in 1996. The increaseompensation and benefits expenst
1997 was primarily the result of an increase inrthmber of average FTE employed by the CompanyrageFTE were 417 in 1997
compared with 363 in 1996. The increase in FTE fi®86 through 1998 was primarily due to a combaratf the Company's efforts to
develop and support new markets through geograptiansion, to develop and expand products, seraitgsiches, and to build an
infrastructure sufficient to support present anospective business activities. Further growth em@ompany's FTE is likely to occur during
future years as a result of the continued exparsidine Company's business activities.

Professional services expenses, which consistsié @ssociated with corporate legal servicesatitigp settlements, accounting and auditing
services, consulting, and the Company's Board médbors, totaled $9.9 million in 1998, a $3.2 roiflj or 47.2%, increase from the $6.7
million total in 1997. The Company incurred $5.0limn in professional services expenses in 199& iflcrease in professional services
expenses in 1998, as compared to 1997 and 1996arilsi related to an increase in both consultiresfassociated with several business
initiatives, including the Year 2000 remediatiomject, and legal fees primarily related to loanstdtations and the workout of various
commercial credits. The level of professional sggiexpenses during the past three years furthectethe extensive efforts undertaken by
the Company to continue to build and support ifaBtructure, as well as evaluate and pursue nesméss opportunities. It also reflects the
Company's efforts in outsourcing several corpoi@atetions, such as internal audit, facilities maeragnt and credit review, where the
Company believes it can achieve a combination sf savings and increased quality of service.

Occupancy, furniture and equipment expenses togléd million in 1998, $7.0 million in 1997 and.3$6nillion in 1996. The increase in
occupancy, furniture and equipment expenses in,1@98ompared to 1997 and 1996, was largely at#iibel to the Company incurring
certain non-recurring costs in connection withekpansion of its existing headquarters facilityidgithe second quarter of 1998 and an
increase in recurring expenses associated withatlditional office space. Occupancy, furniture agdipment expenses were also impacted
by costs related to furniture, computer equipmeudt @her related costs associated with the Comppaging new loan offices in West Los
Angeles, California and Rosemont, Illinois in eatB98. The Company intends to continue its geogcagtpansion into other emerging
technology marketplaces across the U.S. duringdutaars as opportunities to serve new markets.aris

Business development and travel expenses total®diion in 1998, an increase of $1.5 million,38.5%, compared to the $4.5 million
total in 1997. The Company incurred $2.9 milliorbimsiness development and travel expenses in T9@6increase in business development
and travel expenses during each of the last twosyeas largely attributable to overall growth ie tBompany's business, including both an
increase in the number of FTE and expansion into geographic markets.

Postage and supplies expenses totaled $2.2 mi#iibs, million and $1.4 million in 1998, 1997 and®&9respectively. Total telephone
expenses were $2.2 million in 1998, $1.4 milliorl®97 and $1.3 million in 1996. The increase intpgs and supplies and telephone
expenses during each of the past two years waalyattge result of overall growth in the Companysiness, including both an increase in
number of FTE and expansion into new geographidketsr

Advertising and promotion expenses totaled $2.Honiin 1998, $1.4 million in 1997 and $1.2 milliam 1996. The increase in advertising
and promotion expenses in 1998, compared to 199719986, reflects a concerted effort by the Companycrease its marketing efforts
nationwide.

Trust preferred securities distributions totaledd®illion in 1998 and resulted from the issuant849.0 million in cumulative trust preferr
securities during the second quarter of 1998. T preferred securities pay a fixed rate quarigidtribution of 8.25% and have a maxim
maturity of 30 years. For further discussion raldtethe trust preferred securities, see the Itesactions entitled "Liquidity” and "Capital
Resources."

Other noninterest expenses totaled $4.3 millior4 $llion and $2.7 million in 1998, 1997 and 198&&spectively. The increase in other
noninterest expenses in 1998 of $0.9 million, aspmared to 1997, was primarily due to an increasiata processing costs related to both the
aforementioned overall growth in the Company'siess and several new business initiatives beg898. In addition, there was an
increase in costs associated with certain vendwmriged services resulting from growth in the Compsualient base.
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The $0.7 million increase in other noninterest erges from 1996 to 1997 was largely due to expessssciated with both an asset which
acquired through foreclosure during 1997 and arease in costs associated with certain vendor geavservices resulting from growth in
Company's client base.

The Company realized a net gain of $1.3 milliomamnection with the sale of an other real estatessi{ OREO) property during 1998. In
1997, the Company incurred minimal net costs aasediwith OREO, and in 1996, $0.4 million in netEBM®Rrelated costs were incurred,
primarily due to the writelown of one property owned by the Company. The Goms net costs associated with OREO include: raaric
expenses, property taxes, marketing costs, neatipgrexpense or income associated with incomevmiod properties, property write-
downs, and gains or losses on the sales of sugleries.

Certain lawsuits and claims arising in the ordinesyrse of business have been filed or are peradjagnst the Company and/or the Bank.
Based upon information available to the Comparyratiew of such claims to date and consultatiah ws legal counsel, Management
believes the liability relating to these actiorigny, will not have a material adverse effectloe €ompany's liquidity, consolidated financial
position or results of operations.

INCOME TAXES

The Company's effective income tax rate was 41A1%9P8, compared to 42.0% in 1997 and 40.0% in 1986 slight decrease in the
Company's effective income tax rate for 1998, aspared to 1997, was attributable to an increaslieeimmount of tax-exempt interest
income received by the Company. The increase iCtimapany's effective income tax rate from 199639871, was due to adjustments in the
Company's estimate of its income tax liabilities.

FINANCIAL CONDITION

The Company's total assets were $3.5 billion aeDdier 31, 1998, an increase of $920.3 million,%01%, compared to $2.6 billion at
December 31, 1997.

FEDERAL FUNDS SOLD AND SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

Federal funds sold and securities purchased umpieement to resell totaled a combined $399.2 millibDecember 31, 1998, an increase of
$77.4 million, or 24.1%, compared to the $321.8ioniloutstanding at the prior year end. This inseewas attributable to the Company
investing excess funds resulting from the strorgyvgh in deposits during 1998 which exceeded thevtiran loans, in these types of short-
term, liquid investments.

INVESTMENT SECURITIES

The following table details the composition of istraent securities, all of which were classifiechaailable-forsale and reported at fair val
at December 31, 1998, 1997 and 1996.

DECEMBER 31,

1998 1997 1996
(DOLLARS IN THOUSAND S)

U.S. Treasury SECUNtIeS.....ccoceeevveeiceenees e $ 41,049 $ 217,685 $ 75,547
U.S. agencies and corporations:

Discount notes and bonds.........ccccceceeveeeee. 498,016 462,405 298,488

Mortgage-backed securities.......ccccccoeeeeeeee. 125,059 144,437 8,168

Collateralized mortgage obligations............. L 155,149 41,051 58,038
Obligations of states and political subdivisions... 515,770 60,436 22,787
Commercial paper.......ccccooeevevvviieeeenennn. 9,993 41,829 143,086
Bankers' acceptance -- 16,140 --
Other debt securities.... 38,471 25,007 13,000
Other equity securities............ccccvvvvevenns 13,995 4,914 5,908
TOtAl oo e $ 1,397,502 $ 1,013,904 $ 625,022
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Investment securities totaled $1.4 billion at DebenB1, 1998. This represented a $383.6 millior8708%, increase over the December 31,
1997 balance of $1.0 billion. This increase resliftem excess funds that were generated by stromgth in the Company's deposits
outpacing the growth in loans during 1998, and priim consisted of U.S. agency securities, coliteed mortgage obligations and
municipal securities. The significant increase imnmgipal securities was composed of both taxabteram-taxable municipal obligations, and
was largely attributable to the Company obtainilighsly higher yields on these investments as camgbéo U.S. agency discount notes and
bonds and other short-term securities. The decsendg.S. Treasury securities, mortgage-backedridesuand commercial paper was
primarily due to sales and maturities. The ovegedwth in the investment portfolio reflected Managmt's actions to increase as well as to
further diversify the Company's portfolio of sheetm investments in response to a continued sagrifiincrease in liquidity.

At December 31, 1998, there were no investmentriéesiheld by the Company which were issued bingls party, excluding securities
issued by the U.S. Government or by U.S. Governragahcies and corporations, and which exceede&al6f@he Company's shareholders'
equity at year end.

The following table provides the remaining contuattprincipal maturities and fully taxable-equivatlgields on investment securities held by
the Company as of December 31, 1998. The weightethge yield is computed using the amortized cbatailable-for-sale securities,

which are reported at fair value. Expected remagimiraturities of mortgage-backed securities anchtmihlized mortgage obligations will
generally differ from their contractual maturitiescause borrowers may have the right to prepagatidins with or without penalties. Other
equity securities, consisting largely of the commstotk of client companies, Federal Reserve Bamksinvestments in tax credit funds, and
venture capital investments, were included in #ixet below as maturing after ten years.

DECEMBER 31, 1998

AFTER
AFTER ONE FIVE
ONE YEAR YEAR TO YEARS TO
TOTAL OR LESS FIVE YEARS TEN YEARS
WEIGHTED- WEIGHTED- WEIG HTED-

FAIR AVERAGE
VALUE YIELD

U.S. Treasury
securities.............. $ 41,049 5.1
U.S. agencies and
corporations:
Discount notes and
bonds................. 498,016 5.6
Mortgage-backed
securities............ 125,059 6.4
Collateralized mortgage
obligations........... 155,149 6.6
Obligations of states and
political

subdivisions............ 5.7

Commercial paper.

Total..coueeeeeeeiee $1,397,502 5.8

WEIGHTED-
AVERAGE FAIR
YIELD VALU

U.S. Treasury
securities.............. -
U.S. agencies and
corporations:
Discount notes and

Mortgage-backed
securities............ - $125,
Collateralized mortgage
obligations........... 6.7% 125,
Obligations of states and
political
subdivisions......
Commercial paper.......... -
Other debt securities..... 6.0
Other equity securities... - 13,

FAIR AVERAGE FAIR AVE
VALUE YIELD VALUE Yl

(DOLLARS IN THOUSANDS)

% $ 41,049 5.1% -

241,665 5.3 $256,351

- - 12,397

427,034 55 17,083
9,993 5.2 -
22,000 5.8 4,429

% $741,741 5.4% $ 290,260

AFTER
TEN YEARS
WEIGHTED-
AVERAGE
E YIELD

059 6.4%

RAGE FAIR

6.3 $ 17,502

6.5 71,653

5.6 12,042

6.0% $101,197



Total.......ccoevunnen. 5.9% $ 264, 304 6.1%

Mortgage-backed securities (MBS) and collateralizextgage obligations (CMO) pose risks not assediatith fixed maturity bonds,
primarily related to the ability of the mortgagertmwer to prepay the loan with or without penalifis risk, known as prepayment risk, may
cause the MBS and the CMO to remain outstanding foeriod of time different than that assumed attitine of purchase. When interest r:
decline, prepayments generally tend to increasssieg the average expected remaining maturity®MBS and the CMO to decline.
Conversely, if interest rates rise, prepaymentd terdecrease, lengthening the average expecteanierg maturity of the MBS and the
CMO.
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LOANS
The composition of the loan portfolio, net of umeat income, for each of the past five years iolhsfs:

DECEMBER 31,

1998 1997 1996 1995 1994
(DOLLARS IN THOUSANDS)
commercial...........ooovveiiiiiiiiiieennnn. $ 1,429,980 $ 1,051,218 $ 755,699 $ 622,488 $ 613,469
Real estate construction....................... 74,023 53,583 27,540 17,194 10,512
Real estate term.............coeeevevnvnnnns 60,841 33,395 44,475 56,845 58,977
Consumer and other..............ccccvvveeeeens 47,077 36,449 35,778 41,878 20,851
Total loans.........cccccvvevveieeneneeennn. $ 1,611,921 $ 1,174,645 $ 863,492 $ 738,405 $ 703,809

Total loans at December 31, 1998, net of uneameshie, were $1.6 billion, representing a $437.3anil or 37.2%, increase compared to
the $1.2 billion outstanding at December 31, 19%% increase in loans from the 1997 year-end wéal widely distributed throughout the
loan portfolio, as evidenced by increased loanrzaa in all of the Company's market niches, speeidllending products and loan offices.

In December 1998, the Company announced that thk Bad discontinued new loan originations assogiwii¢h its Religious Financial
Resources (RFR) Division. Started in 1995, the Brzadk approximately $175.0 million in outstandingris to religious organizations,
predominantly for construction of buildings for wbip and education, as of December 31, 1998. Catiwpathanges within the religious
organizations market affected the Bank's abilitgeénerate its anticipated loan yield and providerres that exceed the Company's required
return on capital. The credit quality of the RFRtfmio was not a factor in the Company's decidimiscontinue new RFR loan origination.
Since inception, the Company has not incurred asgds associated with the RFR portfolio. The disgoation of new RFR loan origination
could have an effect on the future loan growthhef Company.

The following table sets forth the remaining coatual maturity distribution of the Company's lodreported on a gross basis) at December
31, 1998 for fixed and variable rate commercial sl estate construction loans:

DECEMBER 31, 1998

AFTER ONE
YEAR AND
ONE YEAR THROUGH AFTER
ORLESS FIVE YEARS FIVE YEARS TOTAL

(DOLLARS IN THOUSANDS)
Fixed rate loans:

Commercial.....occovveeviiiiiieciie e $ 45,023 $156,087 $151,074 $ 352,184
Real estate construction...........ccccccveeee. . -- 12,217 -- 12,217
Total fixed rate loans.........cccoevveeeeveceeeee. $ 45,023 $168,304 $151,074 $ 364,401

Variable rate loans:

commercial..ccoocevcccveeiiiiiee e, $ 691,952 $370,994 $ 23,896 $ 1,086,842
Real estate construction...........cccocccveeee. . 59,485 2,439 564 62,488
Total variable rate loans.......c..ccccceeeeeeeeee. $ 751,437 $373,433 $ 24,460 $ 1,149,330

Upon maturity, loans satisfying the Company's drqdality standards may be eligible for renewakltStenewals are subject to the normal
underwriting and credit administration practicescasated with new loans. The Company does not ¢oans with unconditional extension
terms.

A substantial percentage of the Company's loans@renercial in nature, and such loans are generalge to emerging growth and middle-
market companies in a variety of industries. ABetember 31, 1998, only one industry sector (astified by Standard Industrial Codes)
represented more than 10.0% of the Company's logfofio. The Religious Financial Resources Divisiin which new loan originations
were
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discontinued in December 1998, represented 10.68tco€ompany's total loan portfolio as of DecenBigr1998.

Management of the Company has continued to evahgitethe economic events occurring in Asia dufi@§8 and the forecasts for the U.S.
economy for 1999, in an effort to determine theaetpn the markets the Company serves. Now a éalf wfter commencement of the Asian
economic crisis, the Company has determined inlbadirect exposure to the crisis. Only one borranghient has been critically affected by
the Asian economic crisis and that asset has beigienvdown to reflect the perceived exposure. dhook for the U.S. economy in 1999 is
uncertain and although no significant current eeéasted negative impact has been identified vepect to the Company's loan growth,
credit quality, overall financial condition, andstdts of operations, Management has decided tadvdlse allowance for loan losses. Future
events and circumstances surrounding the econamnititions in the U.S. and Asia cannot be prediated,can the impact of these future
events and circumstances on the Company's loartigrovedit quality, overall financial condition, dnesults of operations be determined at
the present time.

General conditions in the public equity marketspamticular those related to public stock offerings well as the merger and acquisitions
environment, may have an impact on the Bank. Oneaxguence of an active market for public stockroffgs and mergers and acquisitions is
the payoff or reduction of a portion of the Barlk'ans by some of its clients which complete pubtaxck offerings, or merge with, or are
acquired by, another company. Such a reductionfstanding loans, if significant, could adversdfget the Company's consolidated
earnings.

LOAN ADMINISTRATION

Authority over the Company's loan policies resigéth the Company's Board of Directors. This auttyois managed through the approval
and periodic review of the Company's loan policidse Board of Directors delegates authority tolirectors' Loan Committee to supervise
the loan underwriting, approval and monitoring étgs of the Company. The Directors' Loan Comneittensists of outside Board of
Directors members and the Company's Chief Exec@fiieer, who serves as an alternate.

Under the oversight of the Directors' Loan Comreitiending authority is delegated to the Chief @rédficer and the Company's Internal
Loan Committee consisting of the Chief Credit Gdficcertain managers and loan administrators. Res|fer new and existing credits which
meet certain size and underwriting criteria maypproved outside of the Company's Internal Loan @ittee by designated senior lender
jointly with a loan administrato

CREDIT QUALITY AND THE ALLOWANCE FOR LOAN LOSSES

Credit risk is defined as the possibility of sustag a loss because other parties to the finamgalument fail to perform in accordance with
the terms of the contract. While the Bank followslarwriting and credit monitoring procedures whidbelieves are appropriate in growing
and managing the loan portfolio, in the event aiperformance by these other parties, the Bankentiat exposure to credit losses could
significantly affect the Company's consolidatedafinial position and earnings.

Lending money involves an inherent risk of nonpagtn&hrough the administration of loan policies anonitoring of the loan portfolio,
Management seeks to reduce such risks. The all@fandoan losses is an estimate to provide a Gismuffer for losses, both identified a
unidentified, in the loan portfolio.

Management regularly reviews and monitors the |pantfolio to determine the risk profile of eachditeand to identify credits whose risk
profiles have changed. This review includes, buioislimited to, such factors as payment statusfittancial condition of the borrower,
borrower compliance with loan covenants, underhdaliateral values, potential loan concentrati@ms general economic conditions.
Potential problem credits are identified and, bagssh known information, action plans are developed
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Management has established an evaluation procegmdd to determine the adequacy of the allowanckén losses. This process attempts
to assess the risk of losses inherent in the loatfigtio by segregating the allowance for loan Esmto three components: "specific,” "loss
migration," and "general." The specific componantstablished by allocating a portion of the allogeafor loan losses to individual classif
credits on the basis of specific circumstancesamsgéssments. The loss migration component is edclibs a function of the historical loss
migration experience of the internal loan credikniating categories. The general component isnallacated portion that supplements the
first two components and includes: Management'gqeht of the effect of current and forecasted eosoa@onditions on the borrowers'
abilities to repay, an evaluation of the allowafardoan losses in relation to the size of the alldoan portfolio, an evaluation of the
composition of, and growth trends within, the Igemmtfolio, consideration of the relationship of thiéowance for loan losses to nonperforn
loans, net charge-off trends, and other factorsil&\this evaluation process utilizes historical atider objective information, the
classification of loans and the establishment efatiowance for loan losses, relies, to a greargxbn the judgment and experience of
Management.

An analysis of the allowance for loan losses ferplast five years is as follows:

DECEMBER 31,

1998 1997 1996 1995 1 994
(DOLLARS IN THOUSANDS)

Balance at January 1,.........ccccceevieeninenne .. $ 37,700 $ 32,700 $ 29,700 $ 20,000 $ 25,000
Charge-offs:
Commercial.......ccoeevvvvereeiiiee e .. (31,123) (9,236) (9,056) (4,248) ( 10,913)
Real estate . -- - (634) (653) (495)
Consumer and other..........cccccceeiiiiieenn. . - - (38) (57) -
Total charge-offs........cccccveevciiveeiiinnnn. .. (31,123) (9,236) (9,728) (4,958) ( 11,408)
Recoveries:
Commercial.......ccccoevvieeeiiiiiee e . 1,897 3,170 2,050 3,106 2,398
Real estate................. . 366 986 217 2,815 923
Consumer and other 1 13 35 -- --
Total reCoOVErEs......uuvvveieiieeeeeeeieiiiinas . 2,264 4,169 2,302 5,921 3,321
Net (charge-offs) recoveries..........cccccoe..... .. (28,859) (5,067) (7,426) 963 (8,087)
Provision for loan losses..............c.ccceue. .. 37,159 10,067 10,426 8,737 3,087
Balance at December 31,............ccccceveennnen. .. $ 46,000 $ 37,700 $ 32,700 $ 29,700 $ 20,000

Net charge-offs (recoveries) to average total
10@NS.....oiiiiiiicc " 2.2% 0.5% 1.0% (0.1)% 1.4%

The following table displays the allocation of tilélowance for loan losses among specific classésanis:

DECEMBER 31,

1998 1997 1996 1995
PERCENT PERCENT PERCENT
OF TOTAL OF TOTAL OF TOTAL
AMOUNT LOANS AMOUNT LOANS AMOUNT LOANS AMOUNT

(DOLLARS IN THOUSANDS)
commercial......cccccooveevunenns $ 28,417 95.8% $ 30,394 89.5% $ 18,716 87.5% $ 16,176

Real estate term........... 438 1.4 426 2.8 873 5.2 707
Real estate construction.. 374 1.3 274 4.6 140 3.2 87
Consumer and other.................. 434 15 386 3.1 615 4.1 339
Unallocated.................. 16,337 N/A 6,220 N/A 12,356 N/A 12,391
Total..coveeriiieciec $ 46,000 100.0% $ 37,700 100.0% $ 32,700 100.0% $ 29,700
1994

PERCENT PERCENT

OF TOTAL OF TOTAL

LOANS AMOUNT LOANS
Commercial..........vvvevennnnnn. 84.3% $ 12,748 87.2%
Real estate term........... 7.7 765 8.4
Real estate construction.. 2.4 345 1.4
Consumer and other................. 5.6 312 3.0

Unallocated.............cceenee.. N/A 5,830 N/A



The allowance for loan losses totaled $46.0 milabDecember 31, 1998, an increase of $8.3 milbor22.0%, compared to $37.7 million at
December 31, 1997. This increase was due to $3illidmin additional provisions to the allowance foan losses, offset by net charge-offs
of $28.9 million during 1998. The 1998
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net charge-off amount was composed of $31.1 milliogross charge-offs and $2.3 million in grosorexies.

The 1998 gross charge-off total included $17.4iarilnd $7.2 million in chargeffs that were incurred during the third and fougtharters c
1998, respectively. Gross charge-offs for the thjudrter of 1998, the largest of which was $7.0iom| were primarily related to five
commercial credits and were not concentrated ingamgicular niche or industry. Of the total 1998duarter gross charge-offs, $8.1 million
were classified as nonperforming loans at the éri®87, while $8.7 million were disclosed in ther@any's 1998 second quarter 10-Q as
having a higher than normal risk of becoming nofgrering loans during the third quarter of 1998.

The Company incurred $7.2 million in gross chaoffs-during the fourth quarter of 1998, primarigntered in the Company's QuickStart .
bridge portfolios. Gross charge-offs in the fougtrarter of 1998 included three bridge loans and Q@uickStart loans totaling $2.5 million
and $1.9 million, respectively. The Company's QSiekt product is based in large part on an anatiisisindicates that almost all venture
capital-backed clients that receive a first rouhdguity infusion from a venture capitalist willoeive a second round. The analysis indicated
that the second round typically occurred 18 moafter the first round. Hence, proceeds from th@seécound could be used to pay off the
month term loan offered under the QuickStart proddowever, the second round has been occurrindireooner than expected and the
additional cash infusion has occasionally beenategdlibefore 18 months. The likelihood of a thirdn@ occurring is not as great as a second
round and thus this has resulted in higher thaicipated charge-offs related to this product dutimg fourth quarter of 1998.

The unallocated component of the allowance for loases as of December 31, 1998 increased $10idmibr 162.7%, from the prior year
end. This increase reflects Management's decisifurther bolster the allowance for loan losses maghtain strong coverage ratios based on
the economic uncertainty surrounding many of then@any's markets in 1999 and the higher than nocheige-offs experienced during the
third and fourth quarters of 1998.

Gross charge-offs for 1997 were $9.2 million, amduded charge-offs totaling $6.5 million relatedwo commercial credits, one in the
Bank's technology and life sciences niche and theran one of the Bank's special industry nicl@&®ss recoveries of $4.2 million in 1997
included $1.1 million related to a commercial ctédione of the Bank's special industry niches s partially charged off in 1996. Gross
charge-offs for 1996 were $9.7 million, and prirharesulted from five credits, none of which weedated to the Bank's technology and life
sciences niche. Gross recoveries of $2.3 millioh986 included $0.9 million related to one commedrciedit that was partially charged ofi
1994. Net loan recoveries in 1995 of $1.0 millianluded $2.7 million in recoveries from a real &stient relationship that had been cha
off in 1992 and $1.1 million in recoveries relatecha commercial credit that was partially chargédrn1994. Net loan charge-offs of $8.1
million in 1994 included the partial charge-offlons to two commercial borrowers totaling $5.5limnil.

In general, Management believes the allowanceofamn losses is adequate as of December 31, 1998 \Howfuture changes in
circumstances, economic conditions or other faatotdd cause Management to increase or decreasdldiaance for loan losses as deemed
necessary.

Nonperforming assets consist of loans that areghas®0 days or more which are still accruing egérloans on nonaccrual status and OF
and other foreclosed assets. The table below edtsdertain relationships between nonperformirap nonperforming assets and the
allowance for loan losses. During 1998, 1997 arib1the Company's nonaccrual loans representéti@diired loans. Loans placed on
nonaccrual status were measured by the Companmf@irment based on the fair value of the undegdydollateral or the net present value
the expected cash flows in accordance with SFASING, "Accounting by Creditors for Impairment of@an."
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DECEMBER 31,

1998 1997 1996 1995 1994

(DOLLARS IN THOUSANDS)
Nonperforming assets:

Loans past due 90 days or more.........ccoceeeeee. $ 441 $ 1,016 $ 8,556 $ 906 $ 444
Nonaccrual [0ans (1)....ccccocceveeiivveeenneeee L 19,444 24,476 14,581 27,867 11,269
Total nonperforming loans..........cccooccvveeee. L 19,885 25,492 23,137 28,773 11,713
OREO and other foreclosed assets (1).....cccoceeee. . 1,800 1,858 1,948 4,955 7,089
Total nonperforming assets.......ccccoeeeeeveeeeee L $ 21,685 $ 27,350 $ 25,085 $ 33,728 $ 18,802
Nonperforming loans as a percent of total loans.... ... 1.2% 2.2% 2.7% 3.9% 1.7%
OREO and other foreclosed assets as a percent of to tal
ASSELS..cciiieii e 0.1% 0.1% 0.1% 0.4% 0.6%
Nonperforming assets as a percent of total assets.. ... 0.6% 1.0% 1.3% 2.4% 1.6%
Allowance for loan l0Sses.....ccccocvvevvceeneee. L $ 46,000 $ 37,700 $ 32,700 $ 29,700 $ 20,000
As a percent of total loans.........cccoeeeeeeeee. L 2.8% 3.2% 3.8% 4.0% 2.8%
As a percent of nonaccrual loans.......ccc........— .. 236.6% 154.0% 224.3% 106.6% 177.5%
As a percent of nonperforming loans.............. . ... 231.3% 147.9% 141.3% 103.2% 170.8%

(1) In accordance with SFAS No. 114, in-substancediosure loans have been reclassified from OREW@hbaccrual loans. The reclassified
amount is $1,377 at December 31, 1994,

The detailed composition of nonaccrual loans is@mnéd in the following table. There were no reshte construction or term loans on
nonaccrual status at December 31, 1998 and 1997.

DECEMB ER 31,
1998 1997
(DOLLA RS IN
THOUS ANDS)
COMMEICIAL.uvviiiiiiiiie e eccieeeeeeeee e $ 18,979 $ 24,127
Consumer and Other........ccccovvvciiiinieeeees e 465 349
Total Nonaccrual l0ans.......ccccveevveevcieeeees e $ 19,444 $ 24,476

Nonperforming loans totaled $19.9 million at Decem®1, 1998, a decrease of $5.6 million, or 22.0&tn the $25.5 million total ¢
December 31, 1997. Of the total nonperforming lcangear-end 1997, $10.0 million were charged®#f4 million were placed on
performing status and $4.8 million were repaid 0igir1998. Additionally, $16.6 million in loans weptaced on nonperforming status during
1998 and still classified as nonperforming loanthatend of 1998.

Nonperforming loans at December 31, 1997 totalésiSaillion, an increase of $2.4 million, or 10.2%am the $23.1 million total ¢
December 31, 1996, as a $9.9 million net increas®mnaccrual loans during 1997 was largely offsethle payoff during the first quarter of
1997 of one credit in excess of $8.0 million thaiswnore than 90 days past due, and still accraiegest, as of December 31, 1996. The
increase in nonaccrual loans at December 31, 18&W,the prior year end, was primarily due to tvesrenercial credits totaling
approximately $14.1 million which were placed omaccrual status during the last half of 1997, dnstoch was returned to performing
status in the first quarter of 1998 and the othas partially charged off in 1998, with the remagnbalance still in nonperforming.
Nonperforming loans at December 31, 1996 incluthedaforementioned credit in excess of $8.0 milttost was more than 90 days past ¢
and still accruing interest, as of December 31619%e Export-Import Bank of the U.S. (EX-IM) proed the Bank with a guarantee of this
credit facility, and the Bank received the guaramiayment related to this credit from the Bin the first quarter of 1997. The $17.1 milli
increase in nonperforming loans at December 31518&8mpared to yearnd 1994, was concentrated in two commercial geldth of whic
were paid off during 1996 and 1997.
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In addition to the loans disclosed in the foregaanglysis, Management has identified three loatis principal amounts aggregating
approximately $11.1 million, that, on the basismdérmation known by Management, were judged toehahigher than normal risk of
becoming nonperforming. The Company is not awar@ngfother loans where known information about fxdesproblems of the borrower
casts serious doubts about the ability of the lvegrdo comply with the loan repayment terms.

OREO and other foreclosed assets totaled a comBih&dmillion and $1.9 million at December 31, 189fl 1997, respectively. The OREO
and other foreclosed assets balance at Decemb#&888& consisted of one OREO property and one atbszt which was acquired through
foreclosure. The OREO property consists of multipiedeveloped lots and was acquired by the Compeaytp June 1993. The one other
asset acquired through foreclosure, which totaled #illion at December 31, 1998, consists of afable leasehold right under a master
lease which the Company acquired upon foreclostiagd@an during 1997.

DEPOSITS

The Company's deposits are largely obtained frompamies within the technology and life sciences®j@and, to a lesser extent, from
businesses within the Company's special industiyes and from individuals served by the Company&cHtive Banking Division. The
Company does not obtain deposits from conventimetall sources and does not accept brokered depdsi¢ following table presents the
composition of the Company's deposits for thefiastyears:

DECEMBER 31,

199 8 1997 1996 1995 1994
(DOLLARS IN THOUSANDS)
Noninterest-bearing demand................ $ 92 1,790 $ 788,442 $ 599,257 $ 451,318 $ 401,455
NOW....oiiiiiiiiii e 1 9,978 21,348 8,443 10,956 11,636
Regular money market...................... 35 0,110 351,921 326,661 288,619 328,115
Bonus money market...............c.c...... 1,83 5,249 1,146,075 754,730 473,717 245,420
TiME.eiiiiiiiiee e 14 2,626 124,621 85,213 65,450 88,747
Total deposits.......ccceevveerveennnne. $ 3,26 9,753 $ 2,432,407 $ 1,774,304 $ 1,290,060 $ 1,075,373

Total deposits were $3.3 billion at December 3B8.%n increase of $837.3 million, or 34.4%, frdra prior year-end total of $2.4 billion. A
significant portion of the increase in depositsinigrl 998 was concentrated in the Company's higtaéstpaying deposit product, its bonus
money market deposit product, which increased $88llion, or 60.1%, and in the Company's noningéfgearing demand deposits, which
increased $133.3 million, or 16.9%, from the psiear end. Increased balances during 1998 in makec€ompany's deposit products were
explained by high levels of client liquidity attritable to a strong inflow of investment capitabitiie venture capital community, and by
growth during 1998 in the number of clients serligdhe Company.

The aggregate amount of time deposit accountsiohailly exceeding $100,000 totaled $122.8 milliow $110.4 million at December 31,
1998 and 1997, respectively. At December 31, 18B8me deposit accounts exceeding $100,000 welteduled to mature within one year.
No material portion of the Company's deposits heentobtained from a single depositor and the lbasiypone depositor would not materi
affect the business of the Company.

YEAR 2000 READINESS DISCLOSURE

The Federal Financial Institutions Examination Col(FFIEC), an oversight authority for financialstitutions, has issued several
interagency statements on Year 2000 project awasefitese statements require financial institutionamong other things, examine the
Year 2000 implications of their reliance on vendaletermine the potential impact of the Year 268Qié on their customers, suppliers and
borrowers, and to survey its exposure, measuresksand prepare a plan to address the Year 2@0@.i$n addition, federal banking
regulators have issued safety and soundness queddt) be followed by financial institutions to @®sresolution of any Year 2000 problems.
The federal banking agencies have asserted that20€8 testing and certification is a key safetg aoundness issue in conjunction with
regulatory examinations, and the failure to appedply address the Year 2000 issue could reswtipervisory action, including the
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reduction of the institution's supervisory ratintjg denial of applications for mergers or acqiasg, or the imposition of civil monetary
penalties.

The Company, following an initial awareness ph&satilizing a three-phase plan for achieving Y2@00 readiness. The Assessment Phase
was intended to determine which computers, opayatystems and applications require remediationpaiaditizing those remediation efforts
by identifying mission critical systems. The Assresat Phase has been completed except for the oig-gesessment of new systems. The
Remediation and Testing Phase addressed the ¢orrectreplacement of any non-compliant hardwar software related to the mission
critical systems and testing of those systems.eSinast of the Bank's information technology systemsoff-the-shelf software, remediation
efforts have focused on obtaining Year 2000 compligoplication upgrades. The Bank's core bankistesy, which runs loans, deposits and
the general ledger, has been upgraded to the Y088 @mpliant version and has been forward datedesnd Year 2000 certified by the
Bank. The Year 2000 releases for all of the Baattier internal mission critical systems have akserbreceived, forward date tested and
certified. The next step of this phase, testingsiois critical service providers, is anticipate®substantially completed by March 31, 1999.
During the final phase, the Implementation Phasmediated and validated code will be tested inrfiates with customers, business partners,
government institutions, and others. It is antitéplathat the Implementation Phase will be subsifipttompleted by June 30, 1999.

The Company may be impacted by the Year 2000 camqsi issues of governmental agencies, businesdeaxtar entities who provide data
to, or receive data from, the Company, and by iestisuch as borrowers, vendors, customers, ariddssspartners, whose financial condit
or operational capability is significant to the Qmany. Therefore, the Company's Year 2000 project ialcludes assessing the Year 2000
readiness of certain customers, borrowers, venosness partners, counterparties, and governiveritées. In addition to assessing the
readiness of these external parties, the Compaggnvisloping contingency plans which will includeups to recover operations and
alternatives to mitigate the effects of counteiipanivhose own failure to properly address Year 2660es may adversely impact the
Company's ability to perform certain functions. $&eontingency plans are currently being devel@peblare expected to be substantially
completed by June 30, 1999.

If Year 2000 issues are not adequately addresséueb@ompany and significant third parties, the @any's business, results of operations
and financial position could be materially adveysaffected. Failure of certain vendors to be Ye@®@®compliant could result in disruption of
important services upon which the Company depandkiding, but not limited to, such services as¢elmmunications, electrical power and
data processing. Failure of the Company's loaroousts to properly prepare for the Year 2000 coldd eesult in increases in problem loans
and credit losses in future years. It is not, hasvepossible to quantify the potential impact of aoch losses at this time. Notwithstanding
Company's efforts, there can be no assurancerlth&@ampany or significant third party vendors dreotsignificant third parties will
adequately address their Year 2000 issues. The @uwyrip continuing to assess the Year 2000 readofebérd parties but does not know at
this time whether the failure of third parties ® Year 2000 compliant will have a material effecttbe Company's results of operations,
liquidity and financial condition.

The Company currently estimates that its total émsthe Year 2000 project will approximate $3.0limn. During 1998, the Company
incurred $1.5 million in charges related to its Y2800 remediation effort and expects to incur $ifion in 1999. Charges include the cost
of external consulting and the cost of acceleradpthcement of hardware, but do not include thé ebsiternal staff redeployed to the Year
2000 project. The Company does not believe thatatieployment of internal staff will have a matemapact on its financial condition or
results of operations.

The foregoing paragraphs contain a number of faiv@oking statements. These statements reflect mant's best current estimates,
which were based on numerous assumptions abouefatents, including the continued availabilityceftain resources, representations
received from third party service providers andeotfactors. There can be no guarantee that théseagss, including Year 2000 costs, will
achieved, and actual results could differ matgrifthm those estimates. A number of important fexctmuld cause Management's estimates
and the impact of the Year 2000 issue to differamally from what is described in the forward-loogistatements contained in the above
paragraphs. Those factors include, but are notduito, the availability and cost of programmerd ather systems personnel, inaccurate or
incomplete
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execution of the phases, results of Year 2000ngstidequate resolution of Year 2000 issues b timpany's customers, vendors,
competitors, and counterparties, and similar uagaies.

The forward-looking statements made in the foregdiear 2000 discussion speak only as of the datehich such statements are made, and
the Company undertakes no obligation to updatef@myard-looking statement to reflect events oruinstances after the date on which such
statement is made or to reflect the occurrencenahticipated events.

INTEREST RATE RISK MANAGEMENT

A key objective of asset/liability management isrtanage interest rate risk associated with charagsgt and liability cash flows and market
interest rate movements. Interest rate risk ooatien interest rate sensitive assets and liabilit@esot reprice simultaneously and in equal
volumes. The asset/liability committee of the B&AkCO) provides oversight to the Company's interagt risk management process and
recommends policy guidelines regarding exposuistésest rates for approval by the Board of Direxté\dherence to these policies is
monitored on an ongoing basis, and decisions tlatthe management of interest rate exposure adenvhen appropriate and agreed to by
the ALCO.

The Company manages interest rate risk princiialiyugh strategies involving its investment se@siportfolio, including adjusting both t
maturity structure of the portfolio and the amoahinterest rate sensitive securities. Companycpsialso permit the limited use of off-
balance sheet derivative instruments in managitggast rate risk. At December 31, 1998, the Compeahg one such off-balance sheet
derivative transaction in the form of an interegerswap for a notional principal amount of $150iom to mature on November 29, 1999.
This transaction was entered into as part of thezmy's normal interest rate risk management pso&ee "ltem 8. Financial Statements
Supplementary Data--Note 14 to the Consolidatedrgial Statements--Financial Instruments With GdleBice Sheet Risk” for additional
related discussion.

The Company's monitoring activities related to nang interest rate risk include both interest saasitivity "gap” analysis and the use of a
simulation model. While traditional gap analysisyides a simple picture of the interest rate risibedded in the balance sheet, it provides
only a static view of interest rate sensitivityaadpecific point in time and does not measure thential volatility in forecasted results relating
to changes in market interest rates over time. Atingly, the Company combines the use of gap aisalyish use of a simulation model
which provides a dynamic assessment of interestsensitivity.

The interest rate sensitivity gap is defined adifference between the amount of interest-earassgts anticipated to reprice within a
specific time period and the amount of funding sesranticipated to reprice within that same timgoge A gap is considered positive when
the amount of interest rate sensitive assets iagriithin a specific time period exceeds the amairiunding sources repricing within that
same time period. Positive cumulative gaps in e#rlg periods suggest that earnings will increaBeminterest rates rise. Negative
cumulative gaps suggest that earnings will incredsen interest rates fall. Company policy guidedipeovide that the cumulative one-year
gap as a percentage of interest-earning assetkisiaiuexceed 20.0%. The gap analysis as of DeceB81hel 998 indicates that the Company
was positioned within these guidelines as the catiwel one-year gap as a percentage of interesirgaassets was 6.6%. The following table
illustrates the Company's interest rate sensitiyéty positions at December 31, 1998.
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INTEREST RATE SENSITIVITY ANALYSIS AS OF
DECEMBER 31, 1998

ASSETS AND LIABILITIES WHICH MATURE OR REPRICE

AFTER AFTER AFTER AFTER
1 DAY TO 1MONTHTO 3 MONTHSTO 6MONTHS 1 YEARTO AFTERS
IMMEDIATELY 1 MONTH 3 MONTHS 6 MONTHS TO 1 YEAR 5YEARS YEARS

INTEREST-EARNING ASSETS:
Federal funds sold and
securities purchased under
agreement to resell (1)....... - $
Investment securities:
U.S.Treasury and agencies
obligations................. -
Collateralized mortgage
obligations and
mortgage-backed
securities (2).............. -
Obligations of states and
political subdivisions...... --
Commercial paper and other
debt securities............. -
Other equity securities (3)... -

FUNDING SOURCES:
Money market and NOW
deposits.......ccceveeeene - $2,
Time deposits -

Total interest-bearing
deposits.......ccovvveeinnnns - 2,
Trust preferred securities...... -

Portion of noninterest-bearing
funding sources

OFF-BALANCE SHEET ITEMS:
Interest rate swap $ (150,000)

GAP....ooviiiiieiiii $ 974,236 $(1
CUMULATIVE GAP.......ccccue.e $ 974,236 $(

NOT
STATED TOTA

INTEREST-EARNING ASSETS:
Federal funds sold and
securities purchased under
agreement to resell (1)....... - $399,
Investment securities:
U.S.Treasury and agencies
obligations................. -- 539,
Collateralized mortgage
obligations and
mortgage-backed

securities (2).............. -- 280,
Obligations of states and

political subdivisions...... -- 515,
Commercial paper and other

debt securities............. -- 48,

Other equity securities (3)... $ 13,995 13,

(DOLLARS IN THOUSANDS)

399,202 - -- -

199,363 $ 25,117 $ 11,078 $ 47,156 $

44,242 19,714 32,140 49,365
337,029 72,600 9,983 7,422

16,993 15,000 4,429 -

597,627 132,431 57,630 103,943

11,472 16,155 72,776 56,053

008,301 $ 148,586 $ 130,406 $159,996 $

205,337 - - -
84,246 $ 26,066 $ 13,534 $ 18,620 $

289,583 26,066 13,534 18,620

289,583 $ 26,066 $ 13,534 $ 18,620 $

- - - $150,000

1281,282) $122,520 $ 116,872 $291,376 $
307,046) $(184,526) $ (67,654) $223,722 $

202

065

208

770

256,351 -

129,910 $ 4,837
17,083 71,653

- 12,042

655,732 $ 149,124

160 -
- $ 38,485

655,572 $110,639
879,294 $ 989,933



FUNDING SOURCES:
Money market and NOW

deposits.......c.ocveenene -- $2,205 337
Time deposits..........c..... -- 142, 626
Total interest-bearing
deposits.......cccevveeennnn -- 2,347, 963
Trust preferred securities...... -- 38, 485
Portion of noninterest-bearing
funding sources............... $1,022,177 1,022, 177
Total Funding Sources........... $1,022,177 $3,408 ,625

OFF-BALANCE SHEET ITEMS:
Interest rate swap............ --

(1) Includes interest-bearing deposits in otheariirial institutions of $202 as of December 31, 1998
(2) Principal cash flows are based on estimatettipal payments as of December 31, 1998.

(3) Not stated column consists of equity securjtias credit funds, venture capital investmentsl Bederal Reserve Bank stock as of
December 31, 1998.

(4) Not stated column consists of nonaccrual la#Hr$19,444 and overdrafts of $8,807, offset by uned income of $10,003 as of December
31, 1998.

(5) Maturity/repricing columns for fixed rate loaage based upon the amount and timing of relatie¢tipal payments as of December 31,
1998.
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One application of the aforementioned simulatiordeldnvolves measurement of the impact of markitrast rate changes on the net present
value of estimated cash flows from the Companysstas liabilities and off-balance sheet items,rfias the Company's market value of
portfolio equity (MVPE). This analysis assessesdh@nges in market values of interest rate sepditiancial instruments which would occ

in response to an instantaneous and sustaineds&mr decrease in market interest rates of 10Q@Mdbasis points, and the resulting effect
on the Company's MVPE. Policy guidelines estabtigtximum variances in the Company's MVPE of 20.0% 200% in the event of an
instantaneous and sustained increase or decreaswket interest rates of 100 and 200 basis paiespectively. At December 31, 1998, the
Company's MVPE exposure related to the aforemeati@manges in market interest rates was withircpauidelines.

The following table presents the Company's MVPEosype at December 31, 1998 and December 31, 188@ddo an instantaneous and
sustained increase or decrease in market intexteest of 100 and 200 basis points, respectively.

CHANGE IN INTEREST ESTIMATED INC REASE/
RATES (BASIS POINTS) (DECREASE) | N MVPE
---------------------- ESTIMATED  --------------
(DOLLARS IN THOUSANDS) MVPE AMOUNT P ERCENT
December 31, 1998:
+200 $211,016 $(26,635) (11.2)%
+100 223,368 (14,283) (6.0)
237,651 - -
-100 249,595 11,944 5.0
-200 260,655 23,004 9.7
December 31, 1997:
+200 $173,905 $(21,298) (10.9)%
+100 184,625 (10,578) (5.4)
-- 195,203 - -
-100 206,513 11,310 5.8
-200 217,811 22,608 11.6

The preceding table indicates that in the eveminahstantaneous and sustained increase in matke¢s$t rates, the Company's MVPE would
be expected to decrease, and that in the evemtiottantaneous and sustained decrease in matketshrates, the Company's MVPE would
be expected to increase.

The market value calculations supporting the redgnlthe preceding table are based on the preséu wf estimated cash flows utilizing both
market interest rates provided by independent ifdkalers and other publicly available sources e Company deems reliable. These
calculations do not contemplate any changes whietALCO could make to reduce the Company's MVPEsue in response to a chang
market interest rates.

As with any method of measuring interest rate righfain shortcomings are inherent in the methaahalysis presented in the preceding
table. For example, although certain of the Comfzaagsets and liabilities may have similar maesitir periods to repricing, they may react
in different degrees to changes in market intawgsss. In addition, the interest rates on certhith@ Company's asset and liability categories
may precede, or lag behind, changes in marketasteates. Also, the actual rates of prepaymentsas and investments could vary
significantly from the assumptions utilized in démig the results as presented in the preceding t&hirther, a change in U.S. Treasury rates
accompanied by a change in the shape of the tyegmld curve could result in different MVPE estitioas from those presented herein.
Accordingly, the results in the preceding tableldtimot be relied upon as indicative of actual Itssa the event of changing market interest
rates. Additionally, the resulting MVPE estimates aot intended to represent, and should not bstaged to represent, the underlying value
of the Company.

The simulation model also provides the ALCO with #bility to simulate the Company's net interesbime using either one interest rate
forecast (simple simulation) or a forecast of npldtiinterest rate scenarios (stochastic simulationyrder to measure, as of December 31,
1998, the sensitivity of the
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Company's forecasted net interest income to chgrigterest rates, utilizing the simple simulatioathodology, both a rising and falling
interest rate scenario were projected and comparadase market interest rate forecast derived fhe treasury yield curve. For the rising
and falling interest rate scenarios, the base nhamerest rate forecast was increased or decreaseapplicable, by 200 basis points in 12
equal increments over a one-year period. Compaligypguidelines provide that the difference betwadmase market interest rate forecast
scenario over the succeeding one-year period cadpaith the aforementioned rising and falling ietgrrate scenarios over the same time
period should not result in net interest incomesiiity exceeding 20.0%. Simulations as of DecenBfe 1998 indicated that the Company
was well within these policy guidelines.

Interest rate risk is the most significant marksk impacting the Company. Other types of marksk @ffecting the Company in the normal
course of its business activities include foreigrmrency exchange risk and equity price risk. Thpdot on the Company, resulting from these
latter two market risks, is deemed immaterial and@parate quantitative information concerning retarte and price exposure is presented
herein. The Company does not maintain a portfdiivazling securities and does not intend to engagech activities in the immediate
future.

LIQUIDITY

Another important objective of asset/liability mgeanent is to manage liquidity. The objective ofildity management is to ensure that fu
are available in a timely manner to meet loan deheard depositors' needs, and to service otheliliabias they come due, without causing
an undue amount of cost or risk, and without capaidisruption to normal operating conditions.

The Company regularly assesses the amount anthblkel of projected funding requirements througkdaw of factors such as historical
deposit volatility and funding patterns, preserd &recasted market and economic conditions, iddii client funding needs, and existing
and planned Company business activities. The AL@Wiges oversight to the liquidity management psscand recommends policy
guidelines, subject to Board of Directors approaall courses of action to address the Companylalatd projected liquidity needs.

The ability to attract a stable, low-cost baseeagakits is the Company's primary source of liquidiither sources of liquidity available to the
Company include short-term borrowings, which cansigederal funds purchased, security repurchgseeanents and other short-term
borrowing arrangements. The Company's liquidityuresnents can also be met through the use of it$gtio of liquid assets. Liquid assets,
as defined by the Company, include cash and cashiagnts in excess of the minimum levels necestacarry out normal business
operations, federal funds sold, securities purahaseler resale agreements, investment securitisgrimgawithin six months, investment
securities eligible and available for pledging msgs with a maturity in excess of six months, artetipated near term cash flows from
investments.

Bank policy guidelines provide that liquid assetsagercentage of total deposits should not fadivi@0.0%. At December 31, 1998, the
Bank's ratio of liquid assets to total deposits B2%5%. This ratio is well in excess of the Bamklaimum policy guidelines and is slightly
higher than the comparable ratio of 52.1% as ofedmer 31, 1997. In addition to monitoring the leEliquid assets relative to total
deposits, the Bank also utilizes other policy measin its liquidity management activities. As aéd@mber 31, 1998 and 1997, the Bank was
in compliance with all of these policy measures.

In analyzing the Company's liquidity during 1998ference is made to the Company's consolidateehséait of cash flows for the year ended
December 31, 1998 (see "ltem 8. Financial Statesreamd Supplementary Data"). The statement of dasls includes separate categories for
operating, investing and financing activities. Ggierg activities included net income of $28.9 roflifor 1998, which was adjusted for certain
non-cash items including the provision for loarsks depreciation, deferred income taxes, andsamtagent of other miscellaneous items.
Investing activities consisted primarily of botlopeeds from and purchases of investment secunitleish resulted in a net cash outflow of
$371.9 million, and the net change in total loa®ultting from loan originations and principal cotiens, which resulted in a net cash outflow
of $470.4 million in 1998. Financing activities ledfted the net change in the Company's total depaeshich increased $837.3 million during
1998, cash proceeds received during the year fnenissuance of Company common stock of $5.7 miléomd $38.5 million in cash proceeds
received in May 1998 from the issuance of the caive trust preferred securities. In total, thengactions noted above resulted in a net cash
inflow of
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$95.4 million for 1998 and total cash and cashants, as defined in the Company's consolidatedmment of cash flows, of $522.2 milli
at December 31, 1998.

CAPITAL RESOURCES

Management seeks to maintain adequate capitapjmosuanticipated asset growth and credit riskd,tarensure that the Company and the
Bank are in compliance with all regulatory capgaldelines. The primary source of new capital fa Company has been the retention of
earnings. Aside from current earnings, an additisnarce of new capital for the Company has beerigsuance of common stock under the
Company's employee benefit plans, including the Gamy's stock option plans, defined contributiompland employee stock purchase plan.

Additionally, during the second quarter of 1998 @mmpany issued $40.0 million in cumulative trustfprred securities through a newly
formed special-purpose trust, SVB Capital |. Theusities had an offering price (liquidation amouot)$25 per security and distributions at a
fixed rate of 8.25% are paid by the Company quigrt@ihe securities have a maximum maturity of 3@rgeand qualify as Tier 1 capital un
the capital guidelines of the Federal Reserve Boknd Company received proceeds of $38.5 millidatee to the sale of these securities, net
of underwriting commissions and other offering exgs. The proceeds are being used by the Compaggrieral corporate purposes, which
may include, without limitation, investments indig government and corporate debt securities, angsiments in venture capital funds. The
trust preferred securities are presented as aaegare item in the consolidated balance she#t@fCompany under the caption "Company
obligated mandatorily redeemable trust preferredistes of subsidiary trust holding solely jungrbordinated debentures.” For additional
related discussion, see "ltem 8. Financial Statésnamd Supplementary Data--Note 9 to the Conse@litiinancial Statements--Trust
Preferred Securities."

Shareholders' equity totaled $215.9 million at Deler 31, 1998, an increase of $41.4 million, oi723.from the $174.5 million balance at
December 31, 1997. This increase was due to b@8 @6t income of $28.9 million and $12.5 millionriat capital generated during 1998
primarily through the Company's employee benefihpl The Company has not paid a cash dividendsaoihmon stock since 1992, and
does not have any material commitments for capipknditures as of December 31, 1998.

The table below presents the relationship betweerfidilowing significant financial ratios:

YEARS ENDED D ECEMBER 31,
1998 199 7 1996
Return on average aSSetS....cccvvcvccveeeeees e 1.0% 1.3% 1.4%
DIVIDED BY
Average equity as a percentage of average assets... e 6.6% 7.1% 7.6%
EQUALS
Return on average €qUItY....cccccceeeveveeeccccees e 14.5% 18.2%  17.9%
TIMES
Earnings retained........cccccvvvieenniiicccees s 100.0% 1 00.0% 100.0%
EQUALS
Internal capital growth.......ccooovviiiiiiiicceeee e 14.5% 18.2%  17.9%

The Company and the Bank are subject to capitajutsy guidelines issued by the Federal ReservedBtbuder these capital guidelines, the
minimum total risk-based capital ratio and Tielisk+based capital ratio requirements are 10.0%6a0%b, respectively, of risk-weighted
assets and certain off-balance sheet items follaceygitalized depository institution.

The Federal Reserve Board has also establishedhonimicapital leverage ratio guidelines for state to@nianks. The ratio is determined
using Tier 1 capital divided by quarterly averagiltassets. The guidelines require a minimum @¥bfor a well capitalized depository
institution.
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The Company's and the Bank's capital ratios weex@ess of regulatory guidelines for a well cajitd depository institution as of Decem
31, 1998, 1997 and 1996. Capital ratios for the Gamy are set forth below:

D ECEMBER 31,
1998 1997 1996
Total risk-based capital ratio.................... 11.5% 11.5% 11.5%
Tier 1 risk-based capital ratio.................... 10.3% 10.2%  10.2%
Tier 1 leverage ratio.........ccccevvvverinnennns 7.6% 7.1% 7.7%

The Company's total risk-based capital ratio atthe of 1998 was unchanged from the prior yearaentiTier 1 risk-based capital ratio was
slightly higher than the prior year end, as groimtfiier 1 capital was offset by an increase inltatsets. This increase in total assets was
largely in lower risk-weighted categories and restifrom the Company's strong deposit growth exoeeits loan growth during 1998. The
Company's Tier 1 leverage ratio increased to 718¥h 7.1% at December 31, 1997. This increase wgsliaattributable to the
aforementioned issuance of $40.0 million in cumuéatrust preferred securities during 1998 thro8yB Capital I. The Company's total risk-
based capital ratio and Tier 1 ribesed capital ratio were unchanged at the end ft88¥the end of 1996. The decrease in the Tiexvérbge
ratio from December 31, 1996 to December 31, 1989 pvimarily attributable to an increase in averag@ assets due to strong growth in
deposits during 1997. See "ltem 8. Financial Statégmand Supplementary Data-- Note 17 to the Cmtestet Financial Statements--
Regulatory Matters" for the Bank's capital ratio®acember 31, 1998 and 1997.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA
INDEPENDENT AUDITORS' REPORT
[LOGO]

The Board of Directors and Shareholders
Silicon Valley Bancshares:

We have audited the accompanying consolidated balsineets of Silicon Valley Bancshares and sub#&dighe Company) as of December
31, 1998 and 1997, and the related consolidatéeinséants of income, comprehensive income, changsisareholders' equity, and cash flows
for each of the years in the three-year period émacember 31, 1998. These consolidated finanGtdments are the responsibility of the
Company's management. Our responsibility is to@sgpan opinion on these consolidated financiadistants based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statetagrferred to above present fairly, in all matenégpects, the financial position of Silicon
Valley Bancshares and subsidiaries as of Decenmher®®8 and 1997, and the results of their oparatamd their cash flows for each of the
years in the thre-year period ended December 31, 1998, in conformitly generally accepted accounting principles.

I'sl KPMG LLP

Mountain View, California
January 21, 1999
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

ASSETS
Cash and due from banks...........cccccceeeeeen.n.
Federal funds sold and securities purchased under a
reSell.eeeeeieiiiiiiiii
Investment securities, at fair value...............
Loans, net of unearned income
Allowance for loan losses.........ccccceveeeeeen...

Net 10ans........coovvvviiiiiiiiiiieeeeee
Premises and equipment....
Other real estate owned................cccceeennn.

Accrued interest receivable and other assets.......

Total aSSetS......ccevvvvvviciiiiiiiiieieeeeeennn

LIABILITIES AND SHAREHOLD
Liabilities:
Deposits:
Noninterest-bearing demand

Total deposits........ccoevcveveviiieiiiieeeennn.
Other liabilities....

Total liabilities.........cccvvveveiiieeeeenenn,

Company obligated mandatorily redeemable trust pref
of subsidiary trust holding solely junior subordi
(trust preferred securities).....................

Shareholders' Equity:
Preferred stock, no par value:
20,000,000 shares authorized; none outstanding
Common stock, no par value:
60,000,000 shares authorized; 20,711,915 and 19,9
outstanding at December 31, 1998 and 1997, respec
Retained earnings..........cccooevveveivvvinnennns
Unearned compensation...........ccccccveveeeeennn.
Accumulated other comprehensive income:
Net unrealized gains on available-for-sale invest

Total shareholders' equity...........cccceeeeeen...

Total liabilities and shareholders' equity.........

See notes to consolidated financial statements.

DECEMBER 31,

(DOLLARS IN
THOUSANDS)

................ $123,001 $ 105,059
greement to

399,202 321,773
1,397,502 1,013,904
1,611,921 1,174,645
(46,000) (37,700)
................ 1,565,921 1,136,945
11,354 4,460
664 689
................ 47,808 42,293

ERS' EQUITY

................ $921,790 $ 788,442
19,978 21,348
................ 2,185,359 1,497,996
................ 142,626 124,621
3,269,753 2,432,407
21,349 18,235

erred securities
nated debentures
................ 38,485 -

tively.......... 94,129 83,009
................ 123,855 94,999
................ (4,191) (5,946)

ments........... 2,072 2,419



SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME

YEARS ENDED DECEMBER 31,
1998 19 97 1996
(DOLLARS IN THOUSANDS,
EXCEPT PER SH ARE AMOUNTS)
Interest income:
LOANS. .ot e $139,136 $106 ,840 $ 87,893
INVEStMENt SECUNLIES.....cvvvveiiiiiiieeeices e 64,787 41 ,868 24,074
Federal funds sold and securities purchased under agreement to
FESEIL i e 21,305 17 ,264 13,106
Total INterest INCOME......ccvevvciiiciiiis e 225,228 165 ,972 125,073
Interest expense:
DEPOSIES. ccoii vt e 78,609 55 ,148 37,796
Other bOrroWINgS.......ocvevviiiiiiiiie e 4 - 2
Total INterest EXPENSE...ccvvvveeeeiiiiiciccceieee e ———— 78,613 55 ,148 37,798
Net intereSt iNCOME.....ccccvvieiiciiiieiiicees e 146,615 110 ,824 87,275
Provision for 10an 10SSeS......ccoccvevvccics e 37,159 10 ,067 10,426
Net interest income after provision for loan losses 109,456 100 , 757 76,849
Noninterest income:
Letter of credit and foreign exchange income..... 7,397 4 512 3,423
Disposition of client warrants................... 6,657 5 480 5,389
Investment gains.................. 5,240 90 1
Deposit service charges... 1,730 1 772 1,663
Other......oooiiiievcee e 2,138 1 411 1,133
Total noNINterest INCOME.......covevviiieenneceee e 23,162 13 ,265 11,609

Noninterest expense:

Compensation and benefits............ccccceeeees 40 ,084 31,417
Professional services..........cccocoeeeeenines 6 , 710 4,987
Furniture and equipment.............cccceeeees 3 ,620 3,239
Business development and travel.................. 4 514 2,918
Net occupancy expense.......cccccveeeeeeeeeeennns 3 410 3,095
Postage and supplies....... 1 ,600 1,448
Advertising and promotion.............ccccee..e. 1 448 1,183
Telephone........cccccooe...... 1 444 1,277
Trust preferred securities distributions......... -- --
Cost of other real estate owned.................. 76 398
Other......ooiiiiiiieie e 3 395 2,720
Total noninterest exXpense...........cccccvvveeeees 66 301 52,682
Income before income tax expense... , 721 35,776
Income tax eXpense.........coevevvuvvvveneennnns ,043 14,310
Net iNCOME.......covvrrieieeiiereecee e ,678 $ 21,466
Basic earnings per shar€......ccccccceevvveeeeees e $ 142 % 143 $ 1.17
Diluted earnings per share.........ccoccoevceeeees e $ 138 % 136 $ 1.11

See notes to consolidated financial statements.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

YEARS ENDED DECEMB ER 31,
1998 1997 1996
(DOLLARS IN THOUS ANDS)
NELINCOME. ..o e $ 28,856 $ 27,678 $ 21,466
Other comprehensive income, net of tax:
Change in unrealized gains/(losses) on available- for-sale investments:
Unrealized holding gains arising during the per [[o o P 6,672 3,194 5,887
Less: Reclassification adjustment for gains inc luded in net income......... (7,019) (3,231) (3,233)
Other comprehensive (I0SS) INCOME.......ccccccceeee e (347) (37) 2,654
Comprehensive iNCOME........ccccevvvevcceeecices e $ 28,509 $ 27,641 $ 24,120

See notes to consolidated financial statements
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

YEARS ENDED DECEMBER 31,
1998, 1997 AND 1996

c OMMON STOCK ACCUMULATED OTHER
---------------------- RETAINED COMPREHENSIVE UNEARNED
SHARE S AMOUNT EARNINGS INCOME COMPENSATION  TOTAL
(DOLLARS IN THOUSANDS)
Balance at December 31, 1995............... 17,927 324 $ 59,357 $ 45855 $ (198) $ (40) $104,974
Common stock issued under employee benefit
PIANS. ..ot 732, 662 5,776 - - (410) 5,366

Income tax benefit from stock options
exercised and vesting of restricted

SOCK. ..o - 835 - - - 835
Net income.......cceveeeeeeeeeeeeeeeeennn. -- -- 21,466 -- -- 21,466
Amortization of unearned compensation...... -- -- -- -- 105 105
Other comprehensive income:

Net change in unrealized gains/(losses)

on available-for-sale investments...... -- - - 2,654 -- 2,654
,986 65,968 67,321 2,456 (345) 135,400

Plans......cooovviiiiieeeee, 1,280, 488 12,891 - - (6,416) 6,475
Income tax benefit from stock options

exercised and vesting of restricted

StOCK...coviiiciiici i - 4,150 - - - 4,150
Netincome.........ccocovviiiiiiicinnns - - 27,678 - - 27,678
Amortization of unearned compensation...... - - - - 815 815
Other comprehensive income:

Net change in unrealized gains/(losses)

on available-for-sale investments...... - - - (37) - (37)
Balance at December 31, 1997............... 19,940 474 83,009 94,999 2,419 (5,946) 174,481

Common stock issued under employee benefit

plans.... 771, 441 7,954 - - (207) 7,747
Income tax benefit from stock options

exercised and vesting of restricted

StOCK...coviiiciici e - 3,166 - - - 3,166
Net income.......coceeveeeeeeeeeeeeeeeennn. -- - 28,856 -- -- 28,856
Amortization of unearned compensation...... -- -- - - 1,962 1,962
Other comprehensive income:
Net change in unrealized gains/(losses)
on available-for-sale investments...... -- -- -- (347) -- (347)
Balance at December 31, 1998............... 20,711 915 $ 94,129 $ 123,855 $ 2,072 $ (4,191) $ 215,865

See notes to consolidated financial statements.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities:

Net iNCOMEe.......coovcvvveiiiiieieeee

Adjustments to reconcile net income to net cash
provided by operating activities:
Provision for loan losses...........cc........
Provision for other real estate owned..........
Depreciation and amortization..................
Net gain on sales of investment securities.....
Net gain on sales of other real estate owned...
Deferred income tax benefit....................
Increase in unearned income....................
Increase in accrued interest receivable........
Other, Net........cooooiiieiiiiieieee.

Net cash provided by operating activities..........

Cash flows from investing activities:

Proceeds from maturities and paydowns of investme
SECUIMIES...evvvee i

Proceeds from sales of investment securities.....
Purchases of investment securities...............
Net increase in loans............cccceveeninnes
Proceeds from recoveries of charged off loans....
Net proceeds from sales of other real estate

Net cash applied to investing activities...........

Cash flows from financing activities:
Net increase in deposits.........cccccceveeenn...
Proceeds from issuance of trust preferred
securities, net of issuance costs..............
Proceeds from issuance of common stock, net of
ISSUANCE COSIS....ccvvveeeeeiiriiiiiiiiiiies

Net cash provided by financing activities..........

Net increase (decrease) in cash and cash
equivalents.........ccoocvveeeeriiieee e,
Cash and cash equivalents at January 1,............

Cash and cash equivalents at December 31,..........

Supplemental disclosures:
Interest paid.........ccccvvvevieviiieneennnnnn.
Income taxes paid.........ccccceeeeeeeiiniinnnns
Non-cash investing activities:
Transfer of loans to other real estate owned and
other foreclosed assets..........cccccveeee....

See notes to consolidated financial statements.

YEARS ENDED DECEMBER 31,

1998

1997

1996

(DOLLARS IN THOUSANDS)

.. $ 28,856 $ 27,678 $ 21,466

37,159 10,067 10,426
- - 550
1,837 1,334 1,183
(5,240)  (90) (1)
(1,298)  (45)  (416)
(5,346) (1,358) (2,834)
1,993 2,351 1,845
(1,570) (7,519) (3,586)
5,024 965  (576)
61,415 33,383 28,057
nt
1,810,770 1,149,471 1,000,558
.. 850,879 139,451 21,277
... (3,033,517) (1,671,449) (1,313,637)
(470,392) (323,909) (136,660)
2,264 4169 2,302
1,323 1,304 2,873
(8,909) (1,691)  (641)
(847,582) (702,654) (423,928)
837,347 658,103 484,244
38,485 - -
5706 4,823 2479
881,538 662,926 486,723
95,371  (6,345) 90,852
426,832 433,177 342,325

.. $ 522,203 $ 426,832 $ 433,177

.. $ 78,445 $ 54,891 $ 37,737
.$ 16,990 $ 19,772 $ 16,775

. $ -$ 1,169 $ -
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. SIGNIFICANT ACCOUNTING POLICIES

The accounting and reporting policies of Silicoril®aBancshares and its subsidiaries (the "Compacytiform with generally accepted
accounting principles and prevailing practices witihe banking industry. Certain reclassificatitlase been made to the Company's 1997
and 1996 consolidated financial statements to ecanfo the 1998 presentations. Such reclassificati@u no effect on the results of
operations or shareholders' equity. The followgg summary of the significant accounting and réppipolicies used in preparing the
consolidated financial statements.

NATURE OF OPERATIONS

Silicon Valley Bancshares is a bank holding compahgse principal subsidiary is Silicon Valley Baftlke "Bank"), a California-chartered
bank with headquarters in Santa Clara, Califorfifee Bank maintains regional banking offices in @aliia, and additionally has loan offices
in Arizona, Colorado, Georgia, lllinois, Marylandassachusetts, Oregon, Texas, and Washington. @hk 8rves emerging growth and
middle-market companies in targeted niches, fogusimthe technology and life sciences industridsleralso identifying and capitalizing on
opportunities to serve companies in other industribose financial services needs are underserubdt&htially all of the assets, liabilities
and earnings of the Company relate to its investiimethe Bank.

CONSOLIDATION

The consolidated financial statements include te®ants of Silicon Valley Bancshares and thosésofvholly owned subsidiaries, the Bank,
SVB Capital | and SVB Leasing Company (inactivd)eTevenues, expenses, assets, and liabilitideesfubsidiaries are included in the
respective line items in the consolidated finansiatements after elimination of intercompany aot®and transactions.

BASIS OF FINANCIAL STATEMENT PRESENTATION

The preparation of financial statements in conftymiith generally accepted accounting principleguiees Management to make estimates
and judgments that affect the reported amountssdta and liabilities as of the balance sheetatadehe results of operations for the period.
Actual results could differ from those estimatesnAterial estimate that is particularly susceptiblpossible change in the near term relates
to the determination of the allowance for loan ésssAn estimate of possible changes or range dfilleschanges cannot be made.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents as reported in the é¢datal statements of cash flows includes cash od,t@sh balances due from banks,
federal funds sold, and securities purchased umgietement to resell. The cash equivalents arelyaaativertible to known amounts of cash
and present insignificant risk of changes in value to maturity dates of 90 days or less.

FEDERAL FUNDS SOLD AND SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

Federal funds sold and securities purchased umpieement to resell as reported in the consolidaééahce sheets includes interest-bearing
deposits in other financial institutions of $20Cthd $273,000 at December 31, 1998 and 1997, csgg.

INVESTMENT SECURITIES

Investment securities are classified as eitherilavie-for-sale," "held-to-maturity” or "trading'pen acquisition.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) Sedties that are held to meet investment objectawesh as interest rate risk
and liquidity management, but which may be soldh®yCompany as needed to implement Managemerggieaf are classified as available-
for-sale and are accounted for at fair value. Urred gains and losses on available-for-sale stesyiafter applicable taxes, are excluded
from earnings and are reported as a separate canpohshareholders' equity until realized. Cuilseratll securities held by the Company are
classified as available-for-sale.

Securities acquired with the ability and positimgent to hold to maturity are classified as helaraturity and are accounted for at historical
cost, adjusted for the amortization of premiumgheraccretion of discounts to maturity, where appate. Unrealized losses on held-to-
maturity securities are realized and charged agaarsings when it is determined that an other tearporary decline in value has occurred.

Securities acquired and held principally for thegmse of sale in the near term are classifiedaaiirtg and are accounted for at fair value.
Unrealized gains and losses resulting from faivgaldjustments on trading securities, as well asgad losses realized upon the sale of
investment securities, are included in noninteiresime.

The amortization of premiums and the accretioni®éa@lints are included in interest income over thractual terms of the underlying
investment securities using the interest methati@istraightine method, if not materially different. Gains dodses realized upon the sale
investment securities are computed on the sped#iatification method.

LOANS

Loans are reported at the principal amount outétandet of unearned income. Unearned income irdurbth deferred loan origination and
commitment fees and costs. The net amount of uaddntome is amortized into loan interest incomerdkie contractual terms of the
underlying loans and commitments using the interexthod or the straight-line method, if not matéridifferent.

ALLOWANCE FOR LOAN LOSSES

The allowance for loan losses is established tHr@ugrovision charged to expense. It is the Compamlicy to charge off loans which, in
the judgment of Management, are deemed to havbsiastial risk of loss.

The allowance for loan losses is maintained avel ldeemed adequate by the Company, based upausastimates and judgments, to
provide for known and inherent risks in the loamtfmdio, including loan commitments. The evaluatiofithe adequacy of the allowance for
loan losses is based upon a continuous reviewnahgber of factors, including historical loss expade, a review of specific loans, loan
concentrations, prevailing and anticipated econaraiditions that may impact the borrowers' abiitie repay loans as well as the value of
underlying collateral, delinquency analysis, anchagessment of credit risk in the loan portfolimleshed through an ongoing credit review
process by the Company and through periodic regyl@xaminations.

NONACCRUAL LOANS

Statement of Financial Accounting Standards ("SHA®). 114, "Accounting by Creditors for Impairmerita Loan" and SFAS No. 118,
"Accounting by Creditors for Impairment of a Lodneome Recognition and Disclosures" require the @amy to measure impairment of a
loan based upon the present value of expectedefetsh flows discounted at the loan's effectiverést rate, except that as a practical
expedient, the Company may measure impairment k@séte loan's observable market price or theviine of the collateral if the loan is
collateral-dependent. A loan is considered impaivedn, based upon currently known informations iléemed probable that the Company
will be unable to collect all amounts due accordimghe contractual terms of the agreement.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) Loanare placed on nonaccrual status when they be®0rdays past due as
to principal or interest payments (unless the fpcand interest are well secured and in the m®oé collection), when the Company has
determined, based upon currently known informatibat the timely collection of principal or intetés doubtful, or when the loans otherwise
become impaired under the provisions of SFAS Nd. 11

When a loan is placed on nonaccrual status, theieddnterest is reversed against interest incamlelge loan is accounted for on the cash or
cost recovery method thereafter until qualifying fieturn to accrual status. Generally, a loan beéllreturned to accrual status when all
delinquent principal and interest become curremicicordance with the terms of the loan agreemanfudhcollection of the principal appears
probable.

PREMISES AND EQUIPMENT

Premises and equipment are reported at cost, tessnallated depreciation and amortization compugiaguthe straight-line method over the
estimated useful lives of the assets or the teffrtisearelated leases, whichever is shorter. Thig fperiod may range from one to 10 years.
The Company had no capitalized lease obligatiomeaember 31, 1998 and 1997.

OTHER REAL ESTATE OWNED

Loans secured by real estate are transferred toGDé&Ehe time of foreclosure. OREO is carried an@ompany's balance sheet at the lower
of the recorded investment in the loan or thevalue of the property foreclosed upon less estithatsts of disposal. Upon transfer of a loan
to OREO, an appraisal is obtained and any excettedban balance over the fair value of the priyplesss estimated costs of disposal is
charged against the allowance for loan losses. Rmsand expenses associated with OREO, and s@megljustments to the fair value of
the property and to the estimated costs of dispasalrealized and reported as a component of teyest expense when incurred.

FOREIGN EXCHANGE FORWARD CONTRACTS

The Company enters into foreign exchange forwardracts with customers involved in internationaldie finance activities, and enters into
offsetting foreign exchange forward contracts vaitiirespondent banks to hedge against the riskictufations in foreign currency exchange
rates related to the forward contracts enteredviiio its customers. The notional, or contract, ante associated with these financial
instruments are not recorded as assets or ligiliti the Company's consolidated balance sheeds.dfethese foreign exchange forward
contracts are included in noninterest income whercontracts are settled. Cash flows resulting fitoese financial instruments are classified
in the same category as the cash flows resultmm the items being hedged. The Company is an eadefishese derivative financial
instruments and does not conduct trading actividesuch instruments.

INCOME TAXES

The Company files a consolidated federal incomeeéxn, and consolidated or combined state incaxeeturns as appropriate. The
Company's federal and state income tax provisiomdased upon taxes payable for the current yeaelss current year changes in defe
taxes related to temporary differences betweeteathbasis and financial statement balances of aaset liabilities. Deferred tax assets and
liabilities are included in the consolidated finmhstatements at currently enacted income tas rapglicable to the period in which the
deferred tax assets and liabilities are expectdxd teealized. As changes in tax laws or rates@aeted, deferred tax assets and liabilities are
adjusted through the provision for income taxes.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) STOAGBASED COMPENSATION

In October 1995, the Financial Accounting Stand&dard (the "FASB") issued SFAS No. 123, "Accougtfar Stock-Based

Compensation." SFAS No. 123 establishes financiebanting and reporting standards for stock-basegpensation plans, including
employee stock purchase plans, stock options astdated stock. SFAS No. 123 encourages all estitteadopt a fair value method of
accounting for stock-based compensation plans, eldystompensation cost is measured at the granbda#sl on the fair value of the award
and is realized as an expense over the servicesting period. However, SFAS No. 123 also allowsmatity to continue to measure
compensation cost for these plans using the intrirelue method of accounting prescribed by APBr@pi No. 25, "Accounting for Stock
Issued to Employees," which is the method curremliyng used by the Company. Under the intrinsiceahethod, compensation cost is
generally the excess, if any, of the quoted mapkiet of the stock at the grant date or other nregsent date over the amount which must be
paid to acquire the stock.

The Company adopted SFAS No. 123 effective Janliat@96, but continues to account for employeedirattor stock-based compensation
plans under the intrinsic value accounting methogiplprescribed by APB Opinion No. 25. SFAS No. t@Quires that stock-based
compensation to parties other than employees ardtdrs be accounted for under the fair value ntho

COMMON STOCK SPLIT

On March 19, 1998, the Company's Board of Direcamsroved a two-for-one stock split to shareholdérgcord at the close of business
April 17, 1998, effective May 1, 1998. All per skaand shares outstanding data in the accompangimaplidated financial statements have
been restated to reflect the stock split.

EARNINGS PER SHARE

In February 1997, the FASB issued SFAS No. 128iritBgs per Share." SFAS No. 128 establishes stdadar computing and reporting
EPS and applies to entities with publicly held coonnstock or financial instruments that are potdigtizonvertible into publicly held
common stock. This statement supersedes APB Ophiorl5, "Earnings per Share." The presentatigoriofiary EPS, as required by APB
Opinion No. 15, is replaced with a presentatiobadic EPS, which is defined in SFAS No. 128. Inittaldl dual presentation of basic EPS
and diluted EPS, as defined in SFAS No. 128, igsired on the face of the income statement forrgities that have complex capital
structures. Disclosure of a reconciliation betwbasic EPS and diluted EPS is also required.

Basic EPS excludes dilution and is computed byditg income available to common shareholders bywiighted-average number of
common shares outstanding for the period. DilutBe& Eeflects the potential dilution that could ociédinancial instruments or other contra
to issue common stock were exercised or conventedcommon stock or resulted in the issuance ofrcomstock that then shared in the
earnings of the entity. Diluted EPS is computedlsirty to the fully diluted EPS computation requdrby APB Opinion No. 15. The Compa
adopted SFAS No. 128 effective December 31, 196&."Sote 2 to the Consolidated Financial Statemdfdsnings Per Share" for the
disclosure of the reconciliations between basic BR&diluted EPS for the years ended December@8,1997 and 1996.

SEGMENT REPORTING

In June 1997, the FASB issued SFAS No. 131, "Dsales about Segments of an Enterprise and Relafiganation.” This statement
establishes standards for publicly held entitieoliow in reporting information about operatinggseents in annual financial statements and
requires that those entities also report selectfgirmation about operating segments in interimritial statements. This statement also
establishes standards for related disclosures givodticts and services, geographic areas and magtomers. This statement is effective for
financial statements issued for periods beginnftey ®ecember 15, 1997.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

1. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED) Th€ompany adopted SFAS No. 131 as of December 3B, I@fvever sinc
Management views the Company as operating in amysegment, separate reporting of financial inféionaunder SFAS No. 131 is not
considered necessary. Management approaches thea@gis principal subsidiary, the Bank, as one lassirenterprise which operates in a
single economic environment, since the productssandces, types of customers and regulatory enmiemt all have similar economic
characteristics.

RECENT ACCOUNTING PRONOUNCEMENTS

SFAS No. 132, "Statement on Employers' DisclosatmEsit Pensions and Other Post-Retirement Benefds'"issued by the FASB in
February 1998. This statement is effective foriitial statements issued for fiscal years beginaiftey December 15, 1997. The Company
does not have a pension plan or provide for otbst-petirement benefits for employees, and thusdtdtement does not have a material
impact on the Company's consolidated financiabstants.

In June 1998, the FASB issued SFAS No. 133, "Actingrior Derivative Instruments and Hedging Actieg." This statement requires that
an entity recognize all derivatives as either assetiabilities in the balance sheet and meadws« instruments at fair value. The stateme
effective for fiscal quarters of fiscal years bedimg after June 15, 1999. The Company expectsdptatlis statement on January 1, 2000.

Company has not yet determined the impact of itgptidn on the Company's consolidated financiakstents.

In October 1998, FASB issued SFAS No. 134, "Accmgnfor Mortgage-Backed Securities Retained after$ecuritization of Mortgage
Loans Held for Sale by a Mortgage Banking EntemtiSFAS No. 134 amends SFAS No. 65, "AccountimgCfertain Mortgage Banking
Activities," which establishes accounting and réjpgrstandards for certain activities of mortgagaking enterprises and other enterprises
that conduct operations that are substantiallylaimSFAS No. 134 requires that after the secuatitin of mortgage loans held for sale, the
resulting mortgage-backed securities and othemnedanterests should be classified in accordaritte 3FAS No. 115, "Accounting for
Certain Investments in Debt and Equity Securitibgsed on the company's ability and intent toaeiold those investments. SFAS No. 134
is effective for the first fiscal quarter beginniafier December 15, 1998. The Company does notcextpe adoption of this statement to have
a material impact on the Company's consolidateahfiral statements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

2. EARNINGS PER SHARE

The following is a reconciliation of basic EPS ftutéd EPS for the years ended December 31, 19887 and 1996:

SILICON VALLEY BANCSHARES AND SUBSIDIARIES

YEARS ENDED DECEM

1998, 1997 AND

NET
INCOME SHARES

(DOLLARS AND SHARES |

BER 31,

1996
PER SHARE
AMOUNT

N THOUSANDS,

EXCEPT PER SHARE AMOUNTS)
1998:
Basic EPS:
Income available to common shareholders........... . $ 28,856 20,268 $ 1.42
Effect of Dilutive Securities:
Stock options and restricted StocK................. s - 655 -
Diluted EPS:
Income available to common shareholders plus assume d conversions............... $ 28,856 20,923 $ 1.38
1997:
Basic EPS:
Income available to common shareholders........... . $ 27,678 19,370 $ 1.43
Effect of Dilutive Securities:
Stock options and restricted stocK................. . s -- 968 --
Diluted EPS:
Income available to common shareholders plus assume d conversions............... $ 27,678 20,338 $ 1.36
1996:
Basic EPS:
Income available to common shareholders............. L. $ 21,466 18,426 $ 117
Effect of Dilutive Securities:
Stock options and restricted stocK................. . s -- 956 --
Diluted EPS:
Income available to common shareholders plus assume d conversions............... $ 21,466 19,382 $ 1.11

3. RESTRICTIONS ON CASH BALANCES

The Bank is required to maintain reserves agaumstocner deposits by keeping balances with the Bé&aserve Bank of San Francisco in a
noninterest-bearing cash account. The minimum reduieserve amounts were $4.7 million and $7.2onilht December 31, 1998 and 1997,
respectively. The average required reserve balemaked $4.2 million in 1998 and $31.5 million iB97. The decrease in the average reqi
reserve balance in 1998, compared to the prior, yezs due to a decrease in the amount of resereabtemer deposits.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
4. SECURITIES PURCHASED UNDER AGREEMENT TO RESELL

Securities purchased under agreement to resetbodisag at December 31, 1998 consisted of U.S.slinigasecurities. At other times during
the year, these securities also consisted of d&h@es and corporations discount notes and bbad&ers' acceptances and commercial
paper. The securities underlying the agreemerniv@o&-entry securities in the Bank's account atreespondent bank. Securities purchased
under agreement to resell averaged $185.4 milidi®B8, and the maximum amount outstanding at amtimend during 1998 was $403.0
million.

5. INVESTMENT SECURITIES
All investment securities were classified as avdddor-sale at December 31, 1998 and 1997. Thegaomdid not maintain a trading
portfolio during 1998 or 1997. The following tabléstail the major components of the Company's iimvest securities portfolio at December

31, 1998 and 1997.

DECEMBER 31, 1998

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED
COST GAINS LOSSES FAIR VALUE

(DOLLARS IN THOUSANDS)
Available-for-sale securities:

U.S. Treasury SECUMti€S.....ccocvevvvveevceaaeee $ 40977 $ 80 $ (8 $ 41,049
U.S. agencies and corporations:

Discount notes and bonds.........ccoccceevveeeee. L 497,046 970 -- 498,016

Mortgage-backed securities..........cccceeeeeee. L 124,759 691 (391) 125,059

Collateralized mortgage obligations............. ... 154,990 415 (256) 155,149
Obligations of states and political subdivisions... ... 514,508 1,339 77) 515,770
commercial Paper....ccccccovvvviiiiiiiiiiiieenee L 9,993 -- -- 9,993
Other debt securities . 38,390 87 (6) 38,471
Other equity securitieS........ccocvevvecceeeenne L 13,326 669 - 13,995
TOtAl i $ 1,393989 $ 4251 $ (738) $ 1,397,502

DECEMBER 31, 1997

GROSS GROSS
AMORTIZED UNREALIZED UNREALIZED
COST GAINS LOSSES FAIR VALUE

(DOLLARS IN THOUSANDS)
Available-for-sale securities:

U.S. Treasury SeCUNti€S......cccoeevvveevcveeeee. $ 216,231 $ 1488 $ (34) $ 217,685
U.S. agencies and corporations:

Discount notes and bonds.........ccocceeveeeee.. L 461,659 889 (143) 462,405

Mortgage-backed securities..........cccceeeeeee. L 143,834 666 (63) 144,437

Collateralized mortgage obligations............ .. 40,974 101 (24) 41,051
Obligations of states and political subdivisions... ... 60,108 380 (52) 60,436
Commercial Paper....cccccoovvvieeeiniiiieeeeeeeee 41,829 - - 41,829
Bankers' acceptances........ccccooceeeiniiis L 16,140 -- -- 16,140
Other debt securities........ . 24,996 14 3) 25,007
Other equity securitieS........ccoovvvvevccvvneee L 4,033 881 -- 4,914
TOtal oo $ 1,009,804 $ 4419 $ (319) $ 1,013,904

The amortized cost and fair value of investmentisges classified as available-for-sale at Decen3de 1998, categorized by remaining
contractual maturity, are shown below. Expectedaiamg maturities of
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

5. INVESTMENT SECURITIES (CONTINUED) mortgage-backeecurities and collateralized mortgage obligatiiil generally differ
from contractual maturities because borrowers neaefthe right to prepay obligations with or withpenalties. Other equity securities were
included in the table below as due after ten years.

DECEMBER 31, 1998
AMORTIZED
COST F AIR VALUE
(DOLLARS IN TH OUSANDS)
DUE N ONE YEAr OF IESS.....ccvvvveiiieccieeeeies e $ 741,440 $ 741,741
Due after one year through five years.............. s 289,148 290,260
Due after five years through ten years............. s 100,245 101,197
Due after tenN YearS...cccoccvvvveeieeeeeeeeeeeeeee e 263,156 264,304
TOtAl i e $ 1,393,989 $ 1,397,502

Investment securities with a fair value of $42.%iom and $21.7 million at December 31, 1998 anf7,3espectively, were pledged to secure
certain public deposits and a line of credit atFlederal Reserve Bank of San Francisco discourdawn

Sales of available-for-sale investment securitgssiited in the Company realizing gross gains @%5000, $162,000 and $1,000, and gross
losses of $59,900, $72,000 and $200 in 1998, 18671896, respectively.

6. LOANS AND THE ALLOWANCE FOR LOAN LOSSES

The detailed composition of loans, net of uneainedme of $10.0 million and $8.0 million at DecemB&, 1998 and 1997, respectively, is
presented in the following table:

DECEMBER 31,
1998 1997
(DOLLARS IN TH OUSANDS)
COMMEICIAL . uvviiiiiiiiiie e ecceeeeeeeeee s $ 1,429,980 $ 1,051,218
Real estate CONStrUCHION.......coovvviicee e 74,023 53,583
Real estate terM...cccoceeeiiiiiies e 60,841 33,395
Consumer and Other........ccccovvviiiviveneeees s 47,077 36,449
Total l0aNS....coi i e $ 1,611,921 $ 1,174,645

The Company's loan classifications for financigarting purposes differ from those for regulatogpaerting purposes. Loans are classifiec
financial reporting purposes based upon the purpoderimary source of repayment of the loans. kaae classified for regulatory report
purposes based upon the type of collateral sectmmtpans.

A substantial percentage of the Company's loans@ranercial in nature, and such loans are generalge to emerging growth and middle-
market companies in a variety of industries. ABetember 31, 1998, there was only one industryoséas identified by Standard Industrial
Codes) which represented more than 10.0% of thep@ayis loan portfolio. The Religious Financial Reses Division, in which new loan
originations were discontinued in December 31, 198@resented 10.6% of the Company's total loatfgdiaras of December 31, 1998.
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6. LOANS AND THE ALLOWANCE FOR LOAN LOSSES (CONTINED)

The activity in the allowance for loan losses ixsuarized below:

YEARS ENDED DECEMB ER 31,

1998 1997 1996

(DOLLARS IN THOUS ANDS)
Balance at January 1,.....cccccovveavicncccee e $ 37,700 $ 32,700 $ 29,700
Provision for l0an l0SSeS.......ccccovvvvvvecccceee e 37,159 10,067 10,426
Loans charged Off......ccooovviiiiiiiiceees e (31,123) (9,236) (9,728)

RECOVENES..uuviiiiiiiiieeee et e 2,264 4,169 2,302

Balance at December 31,.....ccccccovvvevviveeeeees e $ 46,000 $ 37,700 $ 32,700

The aggregate recorded investment in loans for lwimpairment has been determined in accordanceSH&KS No. 114 totaled $19.4 millic
and $24.5 million at December 31, 1998 and 19%peetively. Allocations of the allowance for loasses related to impaired loans totaled
$4.4 million at December 31, 1998 and $15.9 mildiecember 31, 1997. Average impaired loans968land 1997 totaled $26.2 million
and $19.7 million, respectively. If these loans hatibeen impaired, $2.5 million and $1.1 millionimterest income would have been real
during the years ended December 31, 1998 and 1897Fectively. The Company realized no interestrimeon such impaired loans during

1998 or 1997.
7. PREMISES AND EQUIPMENT

Premises and equipment consist of the following:

DECEM BER 31
1998 1997
(DoLL ARS IN
THOU SANDS)
Cost:
Furniture and eqUIPMENt......cccccvvvieeeiees e $ 9,716 $ 5,549
Leasehold improvemMeNntS......ccccvvveeevenees e 6,962 3,352
TOtAl COSt.iiiiiiiiiiii e e 16,678 8,901
Accumulated depreciation and amortization........... (5,324 ) (4,441)
Premises and eqUIPMENt--NEt........ccccoecevceces e $ 11,354 $ 4,460

The Company is obligated under a number of nondableeoperating leases for premises that expiv@adus dates through May 2005, and
in most instances, include options to renew orrektst market rates and terms. Such leases mayderéati periodic adjustments of rentals
during the term of the lease based on changegiousaeconomic indicators. The following table gnets minimum payments under
noncancelable operating leases:

YEAR S ENDING

DECE MBER 31,

(D OLLARS
IN

THO USANDS)
1999, oo e, $ 3,399
2000, e, 3,249
2001 e, 3,073
2002t e, 2,886
2003 e, 2,593
AREE 2003 e, 3,330
Tl e e, $ 18,530



53



SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

7. PREMISES AND EQUIPMENT (CONTINUED) Rent experisepremises leased under operating leases togdl€dmillion, $2.0 million
and $1.9 million for the years ended December 92811997 and 1996, respectively.

8. DEPOSITS

The aggregate amount of time deposit accountsiohailly exceeding $100,000 totaled $122.8 milliord £110.4 million at December 31,
1998 and 1997, respectively. At December 31, 18B8me deposit accounts exceeding $100,000 welreduled to mature within one year.

9. TRUST PREFERRED SECURITIES

In May 1998, the Company issued $40.0 million imelative trust preferred securities through a nefatyned special-purpose trust, SVB
Capital I. The trust is a wholly owned consolidasedbsidiary of the Company and its sole assettharpinior subordinated deferrable interest
debentures. Distributions are cumulative and ayalpia quarterly at a rate of 8.25% per annum oftheed liquidation amount of $25 per
preferred security. In 1998, distributions of $hillion were paid. The obligations of the trust &by and unconditionally guaranteed, on a
subordinated basis, by the Company.

The trust preferred securities are mandatorily eetible upon the maturity of the debentures on 16n2028, or to the extent of any earlier
redemption of any debentures by the Company andadlable beginning June 15, 2003.

The purpose of issuing these trust preferred siesisvas to provide the Company with a more effgetive means of obtaining Tier 1 cap
for regulatory purposes than if the Company itagadfe to issue preferred stock because the Compaalipived to deduct, for income tax
purposes, distributions to the holders of the tpusterred securities.

Issuance costs of $1.6 million related to the tpusferred securities were deferred and are bemgytized over the period until mandatory
redemption of the securities in June 2028.

Based on the Nasdaq closing price, the fair vafubeotrust preferred securities was approxima$3§.4 million as of December 31, 1998.
10. INCOME TAXES

The components of the Company's provision for ine¢axes consist of the following:

YEARS ENDED DECEMB ER 31,
1998 1997 1996
(DOLLARS IN THOUS ANDS)
Current provision:
Federal...ocnniiiiiccicicieieee e $ 19,649 $ 16,287 $ 12,425
StALE. i e 5,814 5,114 4,719
Deferred benefit:
Federal ..o e (4,629) (1,328) (1,770)
StALE. i e (717) (30) (1,064)
INCOME taX EXPENSE..cccuvieiiiiiiiiecieeeceeee e $ 20,117 $ 20,043 $ 14,310
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10. INCOME TAXES (CONTINUED) A reconciliation betwa the federal statutory income tax rate and thegamy's effective income tax
rate is shown below.

YEARS ENDED DE CEMBER 31,
1998 1997 1996
Federal statutory income tax rate...........cceeee. e 350% 3 50% 35.0%
State income taxes, net of the federal tax effect.. L 6.8 6.9 6.6
Tax-exempt interest iNCOME......ccceeevvccccees e 2.0) ( 1.1) (0.4
Other--Net.....ccooiiiiiiiiiiiieeeeeeeeee e 1.3 1.2 1.2)
Effective income tax rate........ccccccvvcceees e 41.1% 4 2.0%  40.0%
Deferred tax assets (liabilities) consist of thikofeing:
YEARS ENDED
DECEMB ER 31,
1998 1997
(DOLLA RS IN
THOUS ANDS)
Deferred tax assets:
Allowance for 10an I0SSES.....cccevvvvcercceee s $ 17,893 $ 14,813
Other reserves not currently deductible.......... s 3,651 2,812
State INCOME tAXES..ccceiiiiiieiiiiiiieeeecciee e 1,733 1,450
Depreciation and amortization..........cccceeeee. e 1,884 985
Gross deferred tax aSSetS...coooovvvvveenniieces e 25,161 20,060
Deferred tax liabilities:
Other deferred tax liabilitieS.............cceee.. (61) (306)
Net unrealized gain on available-for-sale securit 1= (1,441) (1,681)
Gross deferred tax liabilities.......cccccoeeeeee. e (1,502) (1,987)
Net deferred tax @SSetS..cccovvvvvvcerieiceees e $ 23,659 $ 18,073

The Company believes a valuation allowance is petled to reduce the net deferred tax assetssasdre likely than not that the net
deferred tax assets will be realized through regowétaxes previously paid and/or future taxableome. The amount of the total gross

deferred tax assets considered realizable, howewseld be reduced in the near term if estimatdsitofe taxable income during the
carryforward periods are reduced.

11. COMPREHENSIVE INCOME

Effective January 1, 1998, the Company adopted SHASL30, "Reporting Comprehensive Income," whistablishes new rules for the
reporting and display of comprehensive income édamponents. The adoption of this statement loachpact on net income or

shareholders' equity. SFAS No. 130 requires the2myi's net unrealized gains or losses on availapieale securities to be included in
other comprehensive income.
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11. COMPREHENSIVE INCOME (CONTINUED) Componentsatiier comprehensive (loss) income and the relatsohie tax expense or
benefit, consists of the following:

YEARS ENDED DECEMB ER 31,

1998 1997 1996

(DOLLARS IN THOUS ANDS)

Change in unrealized gains/(losses) on available-fo r-sale investments:

Unrealized holding gains arising during the perio {0 BT $ 11,310 $ 5,507 $ 9,812
Related income tax eXPenSe......cccevcveeeeeeee s (4,638) (2,313) (3,925)
Less: Reclassification adjustment for gains inclu ded in net income........... (11,897) (5,570) (5,390)
Related income tax benefit...........ccccccceeee. e 4,878 2,339 2,157
Other comprehensive (10SS) INCOME........ccccceee.. e $ (347)$ (37) $ 2,654

12. EMPLOYEE BENEFIT PLANS

The Silicon Valley Bank 401(k) and Employee Stockr@rship Plan (the "Plan") is a combined 401(k}daferred savings plan and
employee stock ownership plan (ESOP) in which mipyees of the Company are eligible to participate

Employees participating in the 401(k) componerthefPlan may elect to have a portion of their gat@ferred and contributed to the Plan.
The amount of salary deferred is not subject terfaldor state income taxes at the time of defefitad Company matches up to $1,000 of an
employee's contributions in any plan year, with@wmpany's matching contribution vesting in equedual increments over five years. The
Company's matching 401(k) contributions totaled$Aillion in 1998, $0.4 million in 1997 and $0.3lhoin in 1996.

The Silicon Valley Bank Money Purchase Pension Rlam "MPP Plan") guarantees a 5.0% quarterly dmuttion to all individuals that are
employed by the Company on the first and last dayfscal quarter. The Company contributes casdmimmount equal to 5.0% of an eligi
employee's quarterly base salary, less InternaéR&y Code (IRC) Section 401(k) and Section 125rddée The MPP Plan contributions v
in equal annual increments over five years. The @amy's contributions to the MPP Plan totaled $lilliam in 1998, $0.9 million in 1997
and $0.8 million in 1996.

Discretionary ESOP contributions, based on the Goyg net income, are made by the Company toigibtd individuals employed by the
Company on the last day of the fiscal year. The gamy may elect to contribute cash, or the Compamytzmon stock, in an amount not
exceeding 10.0% of the eligible employee's basmsalrned in the fiscal year, less IRC Section(l0dnd

Section 125 deferrals. The ESOP contributions estjual annual increments over five years. In 18998 Company did not make a
discretionary ESOP contribution since net incomélie year ended December 31, 1998 did not meeahtheholds set by the Company's
Board of Directors at the beginning of 1998. Thenpany's contributions to the ESOP totaled $1.7ioniland $1.4 million for 1997 and
1996, respectively. At December 31, 1998, the ES®Red 886,713 equivalent shares of the Companysmam stock. All shares held by
ESOP are treated as outstanding shares in botBdimpany's basic and diluted earnings per share at@tipns.

The Company maintains an employee stock purchase(BISPP) under which participating employees nmayially contribute up to 10.0%

of their gross compensation to purchase shardedfompany's common stock at 85.0% of its fair miavklue at either the beginning or end
of each six-month offering period, whichever prigd¢ess. All employees of the Company are eligiblparticipate in the ESPP. The ESPP is
noncompensatory to the employees and results @axpense to the Company. For the first six-montbkroffy period of 1998, 36,859 shares of
the Company's common stock were issued under tRCES$23.91 per share, while 50,201 shares @@ dinepany's common stock were
issued at $14.48 per share for the second six-naffehing period of 1998. At December 31, 1998, 408 shares of the Company's common
stock were reserved for future issuance under 8RRFE
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12. EMPLOYEE BENEFIT PLANS (CONTINUED)

In April 1997, the Company's shareholders apprdkiedl997 Equity Incentive Plan (the "1997 PlanheTL997 Plan, along with the
Company's 1983 and 1989 stock option plans, previdiethe granting of incentive and non-qualifiédick options which entitle directors,
employees and certain other parties to purchasesbéthe Company's common stock at a price ssttlelan 100% and 85% of the fair
market value of the common stock on the date thiemfs granted for incentive and non-qualifiedcétoptions, respectively. Options may
vest over various periods not in excess of fivey&@m the date of grant and expire five to teargdrom the date of grant. The following
table provides stock option information relatedhie 1983 and 1989 stock option plans and the 198Y. P

1998 1997 1996
WEIGHTED- WEIGHTED- w EIGHTED-
AVERAGE AVERAGE AVERAGE
EXERCISE EXERCISE E XERCISE
SHARES PRICE SHARES PRICE  SHARES PRICE
Outstanding at January 1,........... 1,905,108 $ 11.68 2,068,710 $ 6.25 2,232,404 $ 5.15
Granted.........ccooocovunn. 381,090 2912 828,000 17.08 286,954 12.28
EXErcised........oocovvemnnn.n. (616,631) 6.88 (918,712) 4.33 (430,478) 454
FOrfeited. ..., (92,480) 16.13  (72,890) 11.86 (20,170) 6.22
Outstanding at December 31,......... 1,577,087 $ 17.56 1,905,108 $ 11.68 2,068,710 $ 6.25

Exercisable at December 31,......... 670,987 $ 12.13 841,918 $ 8.07 1,332,192 $ 5.57

The following table summarizes information abowicktoptions outstanding as of December 31, 1998:

OPTIONS OUTSTANDING

WEIGHTED- e
AVERAGE WEIGHTED- WEIGHTED-
REMAINING AVERAGE AVERAGE
RANGES OF NUMBER  CONTRACTUAL LIFE EXERCISE NUMBER EXERCISE
EXERCISE PRICES OUTSTANDING IN YEARS PRICE EXERCISABLE PRICE
$281-$7.07 158,091 0.91 $ 655 158,091 $ 6.55
8.00- 11.50 121,818 2.07 8.28 61,758 8.37
12.13- 12.13 204,000 2.30 12.13 202,680 12.13
12.88 - 15.75 73,544 4.39 13.77 39,724 13.29
16.50 - 16.50 578,134 8.02 16.50 185,134 16.50
18.94 - 29.94 126,000 8.32 23.67 21,350 22.15
30.06 - 30.06 254,500 9.59 30.06 -- --
31.25- 31.94 46,000 9.40 31.78 2,250 31.81
33.00 - 33.00 8,000 9.39 33.00 -- --
37.06 - 37.06 7,000 9.54 37.06 --

$2.81-$37.06 1,577,087

6.27 $ 1756 670,987 $ 12.13

At December 31, 1998, options for 524,010 and 52 8tares were available for future grant undeCQbmpany's 1997 Plan and 1989 stock
option plan, respectively. There were no sharegabla for future grant under the Company's 1988lsoption plan.

The Company's 1989 stock option plan and 1997 &mprovide for the granting of shares of the Canys common stock to directors,
employees and certain other parties. Shares grém&mployees under these plans may be subjeettair vesting requirements and resale
restrictions (restricted stock). For restrictecckiaunearned compensation equivalent to the maedae of the Company's common stock on
the date of grant is charged to shareholders'yqui amortized into noninterest expense over ¢isting
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12. EMPLOYEE BENEFIT PLANS (CONTINUED) term. In 18927,000 shares of restricted stock were issuedngoyees at a weighted-
average fair value of $30.01 per share. In 199@,60D shares of restricted stock were issued td®mes at a weighted-average fair value of
$27.95 per share. In 1996, 35,000 shares of resdrgtock were issued to employees at a weightechge fair value of $11.73 per share. At
December 31, 1998, there were 255,600 sharestoitted stock outstanding, and the vesting of theses occurs at various periods thrc
the year 2002.

The Company recognized $2.0 million, $0.8 milliord&0.1 million in employee stock-based compensatasts resulting from the
amortization of unearned compensation relatedstricted stock, stock options and other miscellaseamployee stock awards during 1998,
1997 and 1996, respectively.

The Company adopted SFAS No. 123 effective Janliat@96, but continues to account for employeedirattor stock-based compensation
plans under the intrinsic value accounting methogiplprescribed by APB Opinion No. 25. SFAS No. t@Quires that stock-based
compensation to parties other than employees ardtdrs be accounted for under the fair value ntetAacordingly, no compensation cost
has been recognized for the Company's stock opti@rds to employees and directors and for shasasdsunder the ESPP to employees in
1998, 1997 and 1996. The weighted-average fairegadifi options granted to employees, directors an@ia other parties were $12.39, $8.16
and $5.42 per share in 1998, 1997 and 1996, reégelyctHad compensation cost related to both then@any's stock option awards to
employees and directors and to the ESPP been de&etmnder the fair value method prescribed un#f&SNo. 123, the Company's net
income, basic earnings per share and diluted eggmiar share would have been the pro forma amuditated below.

YEARS ENDED DECEMB ER 31,
1998 1997 1996
(DOLLARS IN THOUS ANDS,
EXCEPT PER SHARE A MOUNTS)
Net income:
ASTEPOMEd....cove i e $ 28,856 $ 27,678 $ 21,466
Proforma (1) s 26,344 24,892 20,465
Basic earnings per share:
ASTEPOMEd....cvveiciiivie e e $ 142 $ 1.43 $ 1.17
Proforma (1) s 1.30 1.29 1.11
Diluted earnings per share:
ASTEPOME....ovi i e $ 138 % 1.36 $ 111
Proforma (1) s 1.27 1.23 1.06

(1) The pro forma amounts noted above only refleeteffects of stock-based compensation grants afele1994. Because stock options are
granted each year and vest over various periodsetpro forma amounts may not reflect the fulletfté applying the fair value method
established by SFAS No. 123 that would be expeatt@tioutstanding stock option grants were accedrfor under this method.
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12. EMPLOYEE BENEFIT PLANS (CONTINUED) The fair wad of the stock option grants in 1998, 1997 and18&d in determining the
pro forma net income and the basic and dilutediegsper share amounts indicated above were estilaing the Black-Scholes option-
pricing model with the following assumptions:

YEARS ENDED
D ECEMBER 31,

Dividend yield..........cccccovvieniiiecninnn,

Expected life of options in years..................
Expected volatility of the Company's underlying com
Expected risk-free interest rate...................

44.7%  47.5%
6.3% 6.1%

The expected volatility of the Company's underly@ognmon stock and the expected risk-free intesgstwere calculated using a term
commensurate with the expected life of the options.

Compensation expense related to the ESPP in 1998,dnd 1996, used in determining the pro formanuetme and basic and diluted
earnings per share amounts indicated above, wasd txthe difference between the fair value of@mmpany's common stock when issued
under the ESPP and the actual price paid by eme#otgeacquire the common stock.

13. RELATED PARTIES

Silicon Valley Bancshares had $955,000 and $250i008ans outstanding to employees, as of Decei®bget998 and 1997, respectively. In
December 1997, Silicon Valley Bancshares loaned $#® to an officer of the Company to purchasemany residence in Northern
California in connection with a relocation agreemndine loan is interest-free, is secured by a secdaed of trust on the aforementioned
residence and is payable in five annual installmefn$50,000, the first of which was made in Decenit998. In January 1998, as part of the
same relocation agreement, an additional $600,G30l@eaned to that officer. This second loan isregefree, is secured by a second deed of
trust on the aforementioned residence and is dédlim December 2002. In a separate agreemeatBtnk awarded the same officer a
$250,000 bonus, payable in five annual installmeh®50,000 beginning in December 1998. In June3198icon Valley Bancshares loaned
$75,000 to another officer of the Company. The ool loan accrues interest at the rate of 5.50%ameum and is payable in three annual
installments of $25,000 beginning in March 199%in 1998, the Company made an intefest; secured loan of $80,000 to an employ:
the Bank. The Company had no other loans outstgridirelated parties during 1998.

The Silicon Valley Bank Foundation (the "Foundatjomas established by the Company in 1995 to mairgaod corporate citizenship in its
communities. The Foundation is funded entirely iy Company, and received contributions from the @amy totaling $0.1 million in 1998,
1997 and 1996.

14. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RBK

In the normal course of business, the Company firsascial instruments with off-balance sheet righrteet the financing needs of its
customers and to reduce its own exposure to flticlgin foreign currency exchange rates and manketest rates. These financial
instruments include commitments to extend credimmercial and standby letters of credit, foreignrenge forward contracts, and interest
rate swap agreements. These instruments involwaryong degrees, elements of credit risk. Cradk is defined as the possibility of
sustaining a loss because other parties to thadiakinstrument fail to perform in accordance il terms of the contract.
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14. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RBK (CONTINUED) COMMITMENTS TO EXTEND CREDIT

A commitment to extend credit is a formal agreenteriénd funds to a customer as long as there igalation of any condition established
the agreement. Such commitments generally havd fixgiration dates, or other termination claused,sually require a fee paid by the
customer upon the Company issuing the commitmenbfADecember 31, 1998 and 1997, the Company ha@.$&nillion and $426.1

million of unused loan commitments available totoogers, of which $126.2 million and $86.4 millioacha fixed interest rate, respectively.
The Company's exposure arising from interest iakeassociated with fixed rate loan commitmentsasconsidered material. Commitments
which are unavailable for funding due to custonmersmeeting all collateral, compliance and finahc@enants required under loan
commitment agreements totaled $1.7 billion and $illibn at December 31, 1998 and 1997, respegctivEhe Company's potential exposure
to credit loss, in the event of nonperformanceh®ydther party to the financial instrument, is ¢batractual amount of the available unused
loan commitment. The Company uses the same cneplib@al and monitoring process in extending loammitments as it does in making
loans. The actual liquidity needs or the credk tlsat the Company has experienced have histoyibakn lower than the contractual amount
of commitments to extend credit because a sigmifipartion of these commitments expire without lgedinawn upon. The Company evalu:
each potential borrower and the necessary collateran individual basis. The type of collateratiga, but may include real property, bank
deposits, or business and personal assets. Thatipbtedit risk associated with these commitméntonsidered in Management's
evaluation of the adequacy of the allowance fon llasses.

COMMERCIAL AND STANDBY LETTERS OF CREDIT

Commercial and standby letters of credit representlitional commitments issued by the Company drabbef a customer to guarantee the
performance of the customer to a third party wheniain specified future events have occurred. Coroialdetters of credit are issued
primarily for inventory purchases by customers areltypically short-term in nature. Standby let@frsredit are typically issued as a credit
enhancement for clients' contractual obligationthi@ parties such as landlords. Letters of cridite fixed expiration dates and generally
require a fee paid by the customer upon the Comjsmoyng the commitment. Fees generated from tedtses of credit are recognized in
noninterest income over the commitment period. Ac@nber 31, 1998 and 1997, commercial and stardigyd of credit totaled a combined
$151.3 million and $112.9 million, respectively.

The credit risk involved in issuing letters of citdd essentially the same as that involved witteealing loan commitments to customers, and
accordingly, the Company uses a credit evaluationgss and collateral requirements similar to tlioséoan commitments. The actual
liquidity needs or the credit risk that the Comphag experienced have historically been lower tharcontractual amount of letters of credit
issued because a significant portion of these tiomail commitments expire without being drawn upon.

FOREIGN EXCHANGE FORWARD CONTRACTS

The Company enters into foreign exchange forwardracts with customers involved in internationaldie finance activities, either as the
purchaser or seller of foreign currency at a futlate, depending upon the customer need. The Congrders into offsetting foreign
exchange forward contracts with correspondent bemkedge against the risk of fluctuations in fgrecurrency exchange rates related to the
foreign exchange forward contracts entered inth Wi customers. These contracts are short-tematiare, typically expiring in less than 90
days. At December 31, 1998 and 1997, the notiamalumts of these contracts totaled $77.1 million $28.2 million, respectively. The
maximum credit exposure for counterparty nonpertorae for foreign exchange forward contracts witthlmustomers and correspondent
banks amounted to $2.1 million at December 31, 288%$0.3 million at December 31, 1997. The Comgesyincurred no losses from
counterparty nonperformance and anticipates pedoom by all counterparties to such foreign exchdoyeard contracts.
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14. FINANCIAL INSTRUMENTS WITH OFF-BALANCE SHEET RBK (CONTINUED) INTEREST RATE SWAP AGREEMENTS

During the fourth quarter of 1998, the Company eaénto an interest rate swap agreement with amitabf one year in order to manage its
exposure to market interest rate movements bytafédg converting a portion of its interesarning assets from variable rate to fixed rate
face value of the interest rate swap at Decembet @8 was $150.0 million. This agreement involiresexchange of variable rate payments
for fixed rate payments without the exchange ofuthderlying face value. Under this agreement, thmgany will receive fixed interest
payments at a rate of 7.765% and will pay variaate interest payments, based on the average twe#: U.S. Prime Rate. The U.S. Prime
Rate at December 31, 1998 was 7.75%. Interestiti¢eentials paid or received under this agreenagatrecognized as an adjustment to
interest income. The notional amount does not sgpriethe amount exchanged by the parties, andgimet a measure of exposure of the
Company. The amounts exchanged are based on tl@aladmount and other terms of the swap. The geevariable rates are subject to
change over time as the U.S. Prime Rate fluctud@ites counterparty to the swap agreement is Bafdowdrica National Trust and Savings
Association. The Company is exposed to credit b§sen counterparty nonperformance, but does niitipate any losses from this
agreement. The Company does not hold interestvedp agreements for trading purposes.

15. FAIR VALUE OF FINANCIAL INSTRUMENTS

SFAS No. 107, "Disclosures about Fair Value of Rrial Instruments,” requires that the Company diselestimated fair values for its
financial instruments. Fair value estimates, mestemt assumptions, set forth below for the Comgéimgancial instruments, are made solely
to comply with the requirements of SFAS No. 107 ahduld be read in conjunction with the Companglssolidated financial statements ¢
related notes.

Fair values are based on estimates or calculasibtie transaction level using present value tegles in instances where quoted market
prices are not available. Because broadly tradattet®ado not exist for most of the Company's finaniastruments, the fair value
calculations attempt to incorporate the effectwofent market conditions at a specific time. Failuations are Management's estimates of the
values, and they are often calculated based oemtpricing policies, the economic and competiBweironment, the characteristics of the
financial instruments, expected losses, and othenr factors. These calculations are subjectiveatane, involve uncertainties and matters of
significant judgment, and do not include tax raogfions; therefore, the results cannot be detemiivith precision, substantiated by
comparison to independent markets, and may notddized in an actual sale or immediate settlemetiteoinstruments. There may be
inherent weaknesses in any calculation techniquéchanges in the underlying assumptions usedjdimgy discount rates and estimates of
future cash flows, could significantly affect thesults. For all of these reasons, the aggregafitmedair value calculations presented herein
does not represent, and should not be construegbtesent, the underlying value of the Company.

The following methods and assumptions have beeth tasestimate the fair value of each class of fomrinstruments for which it is
practicable to estimate the value.

Cash and cash equivalents: This category includsis and due from banks, interest-bearing deposdthier financial institutions, federal
funds sold, and securities purchased under agreéd¢messell. The cash equivalents are readily cdible to known amounts of cash and
present insignificant risk of changes in value tumaturity dates of 90 days or less. For theset-gbon financial instruments, the carrying
amount is a reasonable estimate of fair value.

Investment securities: For investment securitiasgified as available-for-sale, fair values aretas quoted market prices or dealer quotes.

Loans: The fair value of performing fixed and vate@rate loans is calculated by discounting comti@acash flows using discount rates that
reflect the Company's current pricing for loangwgimilar credit ratings
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

15. FAIR VALUE OF FINANCIAL INSTRUMENTS (CONTINUED)}Nd for the same remaining maturities. Nonperfoghixed and
variable rate loans and loans classified as spe@altion, substandard or doubtful are valued byadisting estimated cash flows at the
effective interest rates on the loans, and usisgraptions as to the expected timing and extentin€ipal recovery with no recovery assun
for contractual interest owed.

Deposits: The fair value of deposits with no statexturity, such as noninterest-bearing demand dspdEOW accounts and money market
deposits is equal to the amount payable on demiathe aeporting date. The fair value of time defsois based on the discounted value of
contractual cash flows. The discount rate is eg@chasing the rates currently offered by the Corgdantime deposits with similar
remaining maturities. The fair value of depositeslaot include the benefit that results from the dost of funding provided by the
Company's deposits as compared to the cost of Wnmgdfunds in the market.

Off-balance sheet financial instruments: The Comgeas not estimated the fair value of off-balarteees commitments to extend credit,
commercial letters of credit and standby lettersreflit. Because of the uncertainty involved iemipting to assess the likelihood and timing
of a commitment being drawn upon, coupled withltok of an established market for these financisfruments, Management does not
believe it is meaningful or practicable to provateestimate of fair value. The fair value of foreexchange forward contracts and interest
rate swaps are based on the estimated amountothpady would receive or pay to terminate the catdrat the reporting date.

Limitations: The information presented herein isdzhon pertinent information available to the Conypas of December 31, 1998 and 1997,
respectively. Although Management is not awarengffactors that would significantly affect the estited fair value amounts, such amounts
have not been comprehensively revalued since tst racent year end and the estimated fair valuéisese financial instruments may have
changed significantly since that point in time.

The estimated fair values of the Company's findricgiruments at December 31, 1998 and 1997 asepted below. Bracketed amounts in
the estimated fair value columns represent estinedsh outflows required to settle the obligatiahmarket rates as of the respective
reporting dates.

DECEMBER 31,

1998 1997
CARRYING ESTIMATED CARRYING E STIMATED
AMOUNT  FAIR VALUE AMOUNT F AIR VALUE

(DOLLARS IN THOUSANDS)
Financial Assets:

Cash and due from banks......cccccccoeeveeeee L $ 123,001 $ 123,001 $ 105,059 $ 105,059
Federal funds sold and securities purchased und er
agreementtoresell.........ccccoeeeeeee. L 399,202 399,202 321,773 321,773

Investment securities, at fair value........... . .. 1,397,502 1,397,502 1,013,904 1,013,904

Netloans......cooovvevvciieiieeeeeeeee 1,565,921 1,598,052 1,136,945 1,151,273
Financial Liabilities:

Noninterest-bearing demand deposits............ ... 921,790 921,790 788,442 788,442

NOW depositS.....cccceevviiveeeiiiiiieaeeneee 19,978 19,978 21,348 21,348

Money market deposits..........ccocvvvveveee. L 2,185,359 2,185,359 1,497,996 1,497,996

Time deposSitS....coveeevvvviciiiiiiiiee 142,626 142,770 124,621 124,922
Off-Balance Sheet Financial Instruments:

Foreign exchange forward contracts--receive.... ... - 40,193 -- 13,798

Foreign exchange forward contracts--pay........ ... -- (40,193) -- (13,798)

Interest rate swap agreement.........ccccceeee.. L -- 19 -- --
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)
16. LEGAL MATTERS

Certain lawsuits and claims arising in the ordineoyrse of business have been filed or are peratjagst the Company and/or the Bank.
Based upon information available to the Comparmyratiew of such claims to date and consultatiah ws legal counsel, Management
believes the liability relating to these actiorigny, will not have a material adverse effectloe €ompany's liquidity, consolidated financial
position or results of operations.

17. REGULATORY MATTERS

The Bank is subject to certain restrictions onahmunt of dividends that it may declare without phier approval of the Federal Reserve
Board and the California Department of Financiatilmtions. At December 31, 1998, approximately.$68illion of the Bank's retained
earnings were available for dividend declaratiothtoCompany without prior regulatory approval.

The Company and the Bank are subject to capitajuaty guidelines issued by the Federal ReservedBFailure to meet minimum capital
requirements can initiate certain mandatory andgipbsadditional discretionary actions by regulattirat, if undertaken, could have a mat
impact on the Company's and/or the Bank's finamciatlition and results of operations. Under capitllquacy guidelines and the regulatory
framework for prompt corrective action, the Companyg the Bank must meet specific capital guidelthasinvolve quantitative measures of
the Company's and the Bank's balance sheet itemwgeglhas certain off-balance sheet items, as ket under regulatory accounting
practices. The Company's and the Bank's capitabate@nd classifications are also subject to catalé judgments by the regulators about
components, risk weightings and other factors.

Under these capital guidelines, the minimum tasl-based capital ratio and Tier 1 risk-based e&péttio requirements are 10.0% and 6.0%,
respectively, of risk-weighted assets and certéibalance sheet items for a well capitalized dépog institution.

The Federal Reserve Board has also establishedhonimicapital leverage ratio guidelines for state to@nibanks. The ratio is determined
using Tier 1 capital divided by quarterly averageltassets. The guidelines require a minimum @¥®bfor a well capitalized depository
institution.

Management believes, as of December 31, 1998thhaompany and the Bank meet all capital adeqregnyirements to which they are
subject. As of December 31, 1998, the most recetifications from the Federal Reserve Board categdrthe Company and the Bank as
well capitalized under the regulatory framework foompt corrective action.
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SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

17. REGULATORY MATTERS (CONTINUED)

The following table presents the capital ratiostf@ Company and the Bank, compared to the minimagulatory capital requirements for an
adequately capitalized depository institution, BBecember 31, 1998 and 1997:

MINIMUM
ACTUAL ACTUAL  MINIMUM CAPITAL
RATIO AMOUNT RATIO R EQUIREMENT
(DOLLARS IN THOUSANDS)
As of December 31, 1998:
Total risk-based capital ratio
COMPANY.ctiiiiiic e, 11.5% $ 283,159 8.0% $ 196,423
BanK...ooooiiiiiiii e 10.2% $ 247,832 8.0% $ 193,896
Tier 1 risk-based capital ratio
COMPANY..ctiiiiiic e, 10.3% $ 252,279 40% $ 98,212
......... 9.0% $ 217,342 4.0% $ 96,948
......... 7.6% $ 252,279 40% $ 133,128
......... 6.6% $ 217,342 4.0% $ 131,664
As of December 31, 1997:
Total risk-based capital ratio
COMPANY..ciiiiiiie e, 11.5% $ 193,256 8.0% $ 134,325
BanK....ooooiiiii 10.8% $ 181,472 8.0% $ 134,056
Tier 1 risk-based capital ratio
COMPANY.ciiiiiie e eeeeeee 10.2% $ 172,061 40% $ 67,163
BanK...ooooiiiiii e 9.6% $ 160,319 40% $ 67,028
Tier 1 leverage ratio
COMPANY.ctiiciiic e, 7.1%$ 172,061 40% $ 97,411
BanK...ooooiiiiii e 6.6% $ 160,319 40% $ 97,107

18. SHAREHOLDERS' RIGHTS PLAN

On October 22, 1998, the Company's Board of Dirscdopted a shareholders rights plan (the "Rigl#s") designed to protect the
Company's shareholders from various abusive takdagtcs, including attempts to acquire controthed Company without offering a fair
price to all shareholders. Under the Rights Placheshareholder received a dividend of one righe&zh outstanding share of common stock
of the Company. The rights are attached to, ansepitty only traded with, the common stock and areently not exercisable. Except as
specified below, upon becoming exercisable, alitgddholders will be entitled to purchase from tler@any 1/1000th of a share of the
Company's preferred stock at a price of $120.00.

The rights become exercisable and will begin tddrseparately from the common stock of the Compgay the earlier of (i) the tenth day
after a person or group has acquired beneficialeosirip of 10% or more of the outstanding commonkstd the Company or (ii) the tenth
business day after a person or group announceslarter exchange offer, the consummation of whiolla/result in ownership by a person
or group of 10% or more of the Company's commookstBach right will entitle the holder to purchasenmon stock of the Company hav

a current market value of twice the exercise poictne right. If the Company is acquired througimerger or other business combination
transaction or there is a sale of more than 50thefCompany's assets or earning power, each riglgntitle the holder (other than rights
held by the acquiring person) to purchase, at xleecése price, common stock of the acquiring erftaying a value of twice the exercise price

at the time.
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18. SHAREHOLDERS' RIGHTS PLAN (CONTINUED) The Conmy&s Board of Directors has the option any timeradt person or group
becomes a 10% holder of the outstanding commork stiothe Company to exchange all or part of thatdgother than rights held by the
acquiring person) for shares of common stock ofGbmpany provided that the Company may not makke an@xchange after the person
becomes the beneficial owner of 50% or more ofGbmpany's outstanding common stock.

The Company may redeem the rights for $0.001 etahyatime on, or prior to, public announcement thperson has acquired beneficial
ownership of 10% or more of the Company's commookstThe rights will expire on October 22, 2008less earlier redeemed or exchan
The rights will not have any voting rights, but Mihve the benefit of certain customary anti-ddatprovisions. The dividend distribution of
the rights was not taxable to the Company or igsedtolders.

19. PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMAION

The condensed balance sheets of Silicon Valley §aares (parent company only) at December 31, 1888897, and the related condensed
statements of income and condensed statementsiofloavs for the years ended December 31, 19987 288 1996 are presented below.
Certain reclassifications have been made to thenpaompany's 1997 and 1996 financial informatmodnform to the 1998 presentations.
Such reclassifications had no effect on the residltperations or shareholders' equity.

CONDENSED BALANCE SHEETS

DECEMBE R 31,
1998 1997
(DOLLARS IN THOUSANDS)
Assets:

Cash on deposit with bank subsidiary............. L $ 2,496 $ 8,584
Investment securities, at fair value.............. e 32,598 3,433
Loans to related Parti€S.....cccccceeeeveeeccees e 955 250
Other @SSEtS..ccceeii i e ————— 324 516
Investment in subsidiaries:

Bank subsidiary..........cccccooeiiieiennins 219,019 162,218

Nonbank subsidiary............ccccceinine. 1,237 -

Total asSetS......covveeeeviiiiiciiiiiieiieeeeen.

Short-term Habilities......cccocvvveiieceees e $ 900 $ 520
Indebtedness to nonbank subsidiary................. . 39,864 -
Shareholders' @QUILY......cccveeiiiiiieeeeeeee e 215,865 174,481
Total liabilities and shareholders' equity......... L $ 256,629 $ 175,001
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19. PARENT COMPANY ONLY CONDENSED FINANCIAL INFORMAION (CONTINUED)

CONDENSED STATEMENTS OF INCOME

YEAR ENDED DECEMB ER 31,
1998 1997 1996
(DOLLARS IN THOUS ANDS)
Interest income..... . $ 1,050 $ 630 $ 345
Interest expense (2,070) -- --
Income from the disposition of client warrants..... 6,657 5,480 5,389
General and administrative expenses................ (285)  (229) (175)
INncome tax eXPENSEe........occuvveeeriieeeeenninns (2,248) (2,470) (2,364)
Income before equity in net income of bank subsidia Y oot 3,104 3,411 3,195
Equity in net income of bank subsidiary............ L 25,752 24,267 18,271
NELINCOME. ..o e $ 28,856 $ 27,678 $ 21,466

CONDENSED STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31,
1998 1997 1996
(DOLLARS IN THOUSAN DS)
Cash flows from operating activities:
NEtINCOME...ovviiiiiiiiiiiiicveieeee $ 28,856 $ 27,678 $ 21,466
Adjustments to reconcile net income to net cash p rovided by operating
activities:
Equity in net income of bank subsidiary........ (25,752) (24,267) (18,271)
Decrease (increase) in other assets............. 192 (304) (196)
Increase (decrease) in short-term liabilities.. 467 (876) 924
Other, Net......cccovviiiiiiiis 1 14 27
Net cash provided by operating activities.......... L 3,764 2,245 3,950

Cash flows from investing activities:
Net (increase) decrease in investment securities.

.......................... (5,626)
Net increase in loans to related parties......... -
Investment in bank subsidiary.................... (2,956)
Investment in nonbank subsidiary............... L --

Net cash applied to investing activities.......... L (8,582)

Cash flows from financing activities:

Proceeds from borrowings from nonbank subsidiary, net of costs............. --
Proceeds from issuance of common stock, net of is suance costs... 4,298

Net cash provided by financing activities........... 4,298

Net (decrease) increase in cash.................... (334)

Cash on deposit with bank subsidiary at January 1,. 4,559

Cash on deposit with bank subsidiary at December 31 e aaaas 4,225

66



SILICON VALLEY BANCSHARES AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINU ED)

20. UNAUDITED QUARTERLY FINANCIAL DATA

1998 19 97
FIRST  SECOND THIRD FOURTH FIRST  SECOND THIRD  FOURTH
QUARTER QUARTER QUARTER QUARTER QUARTER QUARTER QUARTER QUARTER

(DOLLARS IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

Net interest income.......... $ 31,937 $ 35,3 99 $ 38,456 $ 40,823 $ 23,857 $ 27,082 $ 29,054 $ 30,831
Provision for loan losses.... 5,480 4,0 24 10,557 17,098 3,348 2,618 1,716 2,385
Noninterest income . 5,391 4,4 35 7,716 5,620 4,830 2,977 2,806 2,652
Noninterest expense 18,904 21,7 73 21,063 21,905 14,667 15,754 18,262
Income before income taxes... 12,944 14,0 37 14,552 7,440 10,672 11,687 12,836
Income tax expense........... 5,365 5,8 36 6,002 2,914 4,482 4,908 5,392
Net income................... $ 7579 $ 8.2 01 $ 8550 $ 4,526 $ 6,190 $ 6,779 $ 7,265 $ 7,444
Basic earnings per share..... $ 038 $ 0. 40 $ 042 $ 022 $ 033 $ 035 $ 037 $ 0.38
Diluted earnings per share... $ 0.36 $ 0. 39 $ 041 $ 022 $ 031 $ 034 $ 035 $ 0.36
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE
None.

PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

The information set forth under the sections titledoposal No. 1--Election of Directors," "Infornat on Executive Officers" and "Section
16(a) Beneficial Ownership Reporting Compliancefitained in the definitive proxy statement for then@pany's 1999 Annual Meeting of
Shareholders is incorporated herein by reference.

ITEM 11. EXECUTIVE COMPENSATION

The information set forth under the sections titledormation on Executive Officers," "Report ofetfexecutive Committee of the Board on
Executive Compensation," "Table 1--Summary Compmsd able,” "Option Grants in Last Fiscal YeafTable 2--Aggregated Option
Exercises in Last Fiscal Year and Fiscal Year-Eptdd Values," "Termination Arrangements," "RettorShareholders Performance
Graph," and "Director Compensation” contained mdkfinitive proxy statement for the Company's 1888@ual Meeting of Shareholders is
incorporated herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

The information set forth under the sections titl8dcurity Ownership of Directors and Executivei€dfs" and "Security Ownership of
Principal Shareholders” contained in the definifivexy statement for the Company's 1999 Annual Mgetf Shareholders is incorporated
herein by reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

The information set forth under the section titl€krtain Relationships and Related Transactiongfiéndefinitive proxy statement for the
Company's 1999 Annual Meeting of Shareholdersdsriporated herein by reference.

PART IV
ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K

(@) 1. and 2. The financial statements and suppitangdata contained in Item 8 of this report @exifas part of this report. All schedules are
omitted because of the absence of the conditioderumhich they are required or because the reqinfednation is included in the financial
statements or related notes.

(@) 3.
Exhibits are listed in the Index to Exhibits bedimnon page 71 of this report.

(b) Reports on Form 8-K.
No reports on Form-K were filed by the Company during the quarteresh®ecember 31, 1998.
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regiigthas duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

SILICON VALLEY BANCSHARES

By: /s/ JOHN C. DEAN

John C. Dean
PRESIDENT AND CHIEF EXECUTIVE OFFICER

Dated: March 19, 1999
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Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons in the
capacities and on the dates indicated:

SIGNATURE TITLE DATE

/sl DANIEL J. KELLEHER

Chairman of the Boa rd of March 19, 1999
Daniel J. Kelleher Directors and Dir ector
President, Chief Ex ecutive
/s/ JOHN C. DEAN Officer and Direc tor
(Principal Execut ive March 19, 1999
John C. Dean Officer)
Executive Vice Pres ident,
/s/ CHRISTOPHER T. LUTES Chief Financial O fficer
(Principal Financ ial March 19, 1999
Christopher T. Lutes Officer)
/s/ LYDIA A. BURKE Senior Vice Preside nt,
Controller (Princ ipal March 19, 1999
Lydia A. Burke Accounting Office r

/sl GARY K. BARR
Director March 19, 1999

Gary K. Barr

/sl JAMES F. BURNS, JR.
Director March 19, 1999

James F. Burns, Jr.

/sl DAVID DEWILDE
Director March 19, 1999

David deWilde

/s| CLARENCE J. FERRARI, JR.
Director March 19, 1999
Clarence J. Ferrari, Jr.

/sl HENRY M. GAY
Director March 19, 1999

Henry M. Gay

/sl STEPHEN E. JACKSON
Director March 19, 1999

Stephen E. Jackson

/sl JAMES R. PORTER
Director March 19, 1999

James R. Porter

/sl ANN R. WELLS
Director March 19, 1999

Ann R. Wells
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Exhibit 3.3
CERTIFICATE OF AMENDMENT
OF BYLAWS OF
SILICON VALLEY BANCSHARES

The undersigned Secretary of Silicon Valley Banostighereby certifies that Sections 2.3, 2.8(b3fidl 2.11 of the Bylaws of this corporat
were amended on October 22, 1998, by the Boardretidrs of this corporation such that such Sestioow read in their entirety as follows:

" Section 2.3 SPECIAL MEETINGS. Special meetingshef shareholders, for the purpose of taking atipmpermitted by the shareholders
under the California General Corporation Law, maychlled at any time by the Board or, subject éopiovisions of this Section 2.3, by the
Chair of the Board, the President, or one or mhegeholders holding not less than ten percent (Idf%je votes entitled to be cast at the
meeting. For a special meeting of the shareholdeoe properly brought by any person or personerdtian the Board pursuant to the
preceding sentence, the person or persons caflémeeting must have given timely notice thereafiiing to the Secretary of the
Corporation and the business proposed to be coadlattsuch meeting must otherwise be a proper nfattshareholder action. To be time
such notice shall be delivered to the Secretatigeaprincipal executive offices of the Corporatimt later than the close of business on the
60th day nor earlier than the close of businesther®0th day prior to the date of the meeting psepddy the person or persons calling the
meeting. Such notice shall set forth (a) the predatate and time of the meeting, (b) as to eactopevhom the person or persons calling the
meeting propose to nominate for election or re@ads a director all information relating to su@minee that is required to be disclosed in
solicitations of proxies for election of directansan election contest, or is otherwise requiradach case pursuant to Regulation 14A under
the Securities Exchange Act of 1934, as amended

(or any successor thereto) and Rule 14a-11 theegyondany successor thereto)

(including such nominee's written consent to beiamed in the proxy statement as a nominee andtmges a director if elected); (c) as to
any other business that the person or personsgalie meeting proposes to bring before the megditgief description of the business
desired to be brought before the meeting, the reafs conducting such business at the meetingaagidnaterial interest in such business of
such person or persons and any other person dy,éhtiny, on whose behalf the proposal is made; @) as to any shareholders giving the
notice (i) the name and address of such sharelsyldetthey appear on the Corporation's books gritidiclass and number of shares of the
Corporation which are owned beneficially and oforeicby such shareholders. Upon notice meetingefjeirements of this Section 2.3 by ¢
person or persons entitled to call a special mgetfrshareholders, the Corporation shall cause@dti be given to shareholders entitled to
vote that a meeting will be held. Except in spec@des where other express provision is made hytestaotice of special meetings shall be
given in the same manner as for annual meetinghareholders. In addition, to the matters requiseitems (i), and, if applicable, (ii) and

(iii) of the preceding Section, notice of any sjpéaneeting shall specify the general nature ofhiginess to be transacted, and no other
business may be transacted at such meeting."

" 2.8(b)(ii) Prompt notice shall be given at thkitg of any other corporate action approved by ahalders without a meeting by less than
unanimous writtel



consent, to those shareholders entitled to votehave not consented in writing. Such notices dhalljiven as provided in Section 2.2(c) of
these Bylaws.

Any shareholder of record or other person or estityking to have the shareholders authorize orcal@orate action by written consent sk

by written notice to the Secretary, request therBaé Directors to fix a record date pursuant tatia 5.1 hereof. The Board of Directors
may, at any time within ten (10) days after theedat which such a request is received, adopt dutésofixing the record date (unless a
record date has previously been fixed pursuanettiéh 5.1 hereof). If no record date has beerdftxgthe Board of Directors pursuant to
Section 5.1 hereof or otherwise within ten (10)slajthe date on which such a request is recethed,ecord date for determining
shareholders entitled to consent to corporate matiovriting without a meeting, when no prior actiby the Board of Directors is required by
applicable law, shall be the first date on whidigmed written consent setting forth the actioreta&r proposed to be taken is delivered to the
Corporation by delivery to its principal place afdiness or to any officer or agent of the Corporatiaving custody of the book in which
proceedings of meetings of shareholders are redobidivery shall be by hand or by certified oristgred mail, return receipt requested. If
no record date has been fixed by the Board of Bire@nd prior action by the Board of Directorsaquired by applicable law, the record ¢

for determining shareholders entitled to consemiporate action in writing without a meeting $ie at the close of business on the date on
which the Board of Directors adopts the resolutaking such prior action.

In the event of the delivery, in the manner prodithy this

Section 2.8(b)(ii), to the Corporation of the regjig written consent or consents to take corpaetien and/or any related revocation or
revocations, the Corporation may engage indepernidspéctors of elections for the purpose of perfoghnpromptly a ministerial review of t
validity of the consents and revocations. For thgpse of permitting the inspectors to perform sigsliew, in the event such inspectors are
appointed, no action by written consent withouteeting shall be effective until such date as sygoimted independent inspectors certify to
the Corporation that the consents delivered taigoration in accordance herewith represent at tha@ minimum number of votes that
would be necessary to take the corporate actiothihgp contained in this Section 2.8 shall in anywa construed to suggest or imply that
the Board of Directors or any shareholder shallo®eéntitled to contest the validity of any consamtevocation thereof, whether before or
after any certification by any independent inspes;tor to take any other action (including, withbotitation, the commencement, prosecu
or defense of any litigation with respect theratod the seeking of injunctive relief in such litiga).

Every written consent shall bear the date of sigmadf each shareholder who signs the consent amditten consent shall be effective to
take the corporate action referred to therein @niegthin sixty (60) days of the earliest datedtt@n consent received in accordance with this
Section 2.8, a written consent or consents sigyeal dufficient number of holders to take such actee delivered to the Corporation in the
manner prescribed herein.

Any shareholder giving a written consent, or thareholder's proxyholder, or a transferee of theeshar a personal representative of the
shareholder or their respective proxyholders, neapke the consent by a writing received by the Gaton prior to the time that written
consents by the number of shares required to améhthre proposed action have been filed with ther&ary of the Corporation, but may not
do so thereafter. Such revocation is effective uporeceipt by the Secretary of the Corporati



2.11 NOMINATIONS AND PROPOSALS.

Nominations of persons for election
the Corporation and the proposal of business t
shareholders may be made at any meeting of sha
to the Corporation's notice of meeting, (b) by
Board of Directors or (c) by any shareholder o
shareholder of record at the time of giving of
bylaws, who is entitled to vote at the meeting
notice procedures set forth in this Section 2.

For nominations or other business to
shareholders meeting by a shareholder pursuant
preceding sentence, the shareholder must have
in writing to the Secretary of the Corporation
otherwise be a proper matter for shareholder a
shareholder's notice shall be delivered to the
executive offices of the Corporation not later
on the 60th day nor earlier than the close of
prior to the meeting; provided, however, that
65 days notice of the meeting is given to shar
shareholder to be timely must be so delivered
business on the seventh (7th) day following th
meeting was mailed. In no event shall the pub
adjournment of a shareholders meeting commence
giving of a shareholder's notice as described
notice shall set forth (a) as to each person w
to nominate for election or reelection as a di
relating to such person that is required to be
of proxies for election of directors in an ele
otherwise required, in each case pursuant to R
Securities Exchange Act of 1934, as amended (0
Rule 14a-11 thereunder (or any successor there
written consent to being named in the proxy st
serving as a director if elected); (b) as to a
shareholder proposes to bring before the meeti
the business desired to be brought before the
conducting such business at the meeting and an
business of such shareholder and the beneficia
behalf the proposal is made; and (c) as to the
notice and the beneficial owner, if any, on wh
proposal is made (i) the name and address of s
appear on the Corporation's books, and of such
the class and number of shares of the Corporat
beneficially and of record by such shareholder
Notwithstanding any provision herein to the co
conducted at a shareholders meeting except in
procedures set forth in this Section 2.11."

This Certificate of Amendment of Bylaws shall
day of October, 1998.

A. Catherine Ngo, Secretary

to the Board of Directors of
o be considered by the
reholders only (a) pursuant
or at the direction of the

f the Corporation who was a
notice provided for in these
and who complies with the
11.

be properly brought before a
to clause (c) of the

given timely notice thereof
and such other business must
ction. To be timely, a
Secretary at the principal
than the close of business
business on the 90th day

in the event that less than
eholders, notice by the

not earlier than the close of
e day on which the notice of
lic announcement of an

a new time period for the
above. Such shareholder's
hom the shareholder proposes
rector all information
disclosed in solicitations
ction contest, or is

egulation 14A under the

r any successor thereto) and
to) (including such person's
atement as a nominee and to
ny other business that the
ng, a brief description of
meeting, the reasons for

y material interest in such

| owner, if any, on whose
shareholder giving the

ose behalf the nomination or
uch shareholder, as they
beneficial owner, and (ii)

ion which are owned

and such beneficial owner.
ntrary, no business shall be
accordance with the

be effective as of this 22nd
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EXHIBIT 10.43
RIGHTS AGREEMENT
Agreement, dated as of October 22, 1998, betwdam®Valley Bancshares, a California corporatiang Norwest Bank Minnesota, N.A.

On October 22, 1998 (the "RIGHTS DIVIDEND DECLARADN DATE"), the Board of Directors of the Companytharized and declared a
dividend of one Preferred Share Purchase RighR(@MT") for each Common Share (as hereinafter @efjrof the Company outstanding as
of the Close of Business (as hereinafter defined)lovember 9, 1998 (the "RECORD DATE"), each Rigigresenting the right to purchase
one one-thousandth of a share of Series A Partiogp®referred Stock (as such number may be adjysiesuant to the provisions of this
Agreement), having the rights, preferences andlpgegs set forth in the form of Certificate of Deténation attached hereto as Exhibit A,
upon the terms and subject to the conditions hesgtifiorth, and further authorized and directedgbeance of one Right (as such number
may be adjusted pursuant to the provisions ofAkigement) with respect to each Common Share ttadltIsecome outstanding between the
Record Date and the earlier of the DistributioneDand the Expiration Date (as such terms are hadteimdefined), and in certain
circumstances after the Distribution Date.

NOW, THEREFORE, in consideration of the promised e mutual agreements herein set forth, thegsahtereby agree as follov
Section 1. CERTAIN DEFINITIONS. For purposes ofstiligreement, the following terms have the meanindigated:

(a) "ACQUIRING PERSON" shall mean any Person whabich, together with all Affiliates and Associatassuch Person, shall be the
Beneficial Owner of 10% or more of the Common Skdinen outstanding, but shall not include the Camipany Subsidiary of the Compa
or any employee benefit plan of the Company omgf @ubsidiary of the Company, or any entity hold@@mmon Shares for or pursuant to
the terms of any such plan. Notwithstanding thedoing, no Person shall be deemed to be an Acguf@ison as the result of an acquisition
of Common Shares by the Company which, by redutiagiumber of shares outstanding, increases tipogionate number of shares
beneficially owned by such Person to 10% or mordnefCommon Shares of the Company then outstanBiR@VIDED, HOWEVER, that i

a Person shall become the Beneficial Owner of 10%are of the Common Shares of the Company thestanding by reason of share
purchases by the Company and shall, after sucle ghichases by the Company, become the Benefiaiak©of any additional Common
Shares of the Company (other than pursuant toidetid or distribution paid or made by the Companyte outstanding Common Shares in
Common Shares or pursuant to a split or subdivisfdhe outstanding Common Shares), then such Pstsl be deemed to be an Acquir
Person unless upon becoming the Beneficial Ownsucti additional Common Shares of the Company Becton does not beneficially own
10% or more of the Common Shares of the Companydhéstanding. Notwithstanding the foregoing, f(the Company's Board of Directors
determines in good faith that a Person who woul@mtise be an "Acquiring Person," as defined purstathe foregoing provisior



of this paragraph (a), has become such inadveyténtluding, without limitation, because (A) suBlerson was unaware that it beneficially
owned a percentage of the Common Shares that vetlibgiwise cause such Person to be an "Acquiringoéras defined pursuant to the
foregoing provisions of this paragraph (a), or $éBxh Person was aware of the extent of the ComrhareS it beneficially owned but had no
actual knowledge of the consequences of such téaledivnership under this Agreement) and withowt emention of changing or
influencing control of the Company, and if suchdeerdivested or divests as promptly as practicalsigfficient number of Common Shares
so that such Person would no longer be an "Acqmiifiarson,” as defined pursuant to the foregoingigiams of this paragraph (a), then such
Person shall not be deemed to be or to have beaarf¥cquiring Person" for any purposes of this Agmnent; and

(ii) if, as of the date hereof, any Person is tlea&icial Owner of 10% or more of the Common Shardstanding, such Person shall not b
become a "Acquiring Person," as defined pursuatitedoregoing provisions of this paragraph (aJess and until such time as such Person
shall become the Beneficial Owner of additional @won Shares (other than pursuant to a dividendstrilolition paid or made by the
Company on the outstanding Common Shares in ConBhanes or pursuant to a split or subdivision ofahestanding Common Shares),
unless, upon becoming the Beneficial Owner of sadtdiitional Common Shares, such Person is not tieBeneficial Owner of 10% or ma
of the Common Shares then outstanding.

(b) "ADJUSTMENT FRACTION" shall have the meaning &&th in
Section 11(a)(i) hereof.

(c) "AFFILIATE" and "ASSOCIATE" shall have the resgtive meanings ascribed to such terms in Rule2l@bthe General Rules and
Regulations under the Exchange Act, as in effec¢herdate of this Agreement.

(d) A Person shall be deemed the "BENEFICIAL OWNERand shall be deemed to "BENEFICIALLY OWN" argcsirities:

(i) which such Person or any of such Person'siafék or Associates beneficially owns, directlyratirectly, for purposes of
Section 13(d) of the Exchange Act and Rule 13deBahnder (or any comparable or successor law otatgn);

(il) which such Person or any of such Person'sliaféis or Associates has (A) the right to acquivegther such right is exercisable
immediately or only after the passage of time) parg to any agreement, arrangement or understafolingr than customary agreements
with and between underwriters and selling group bemsiwith respect to a bona fide public offeringeturities), or upon the exercise of
conversion rights, exchange rights, rights (othantthe Rights), warrants or options, or otherwi®RQOVIDED, HOWEVER, that a Person
shall not be deemed pursuant to this

Section 1(d)(ii)(A) to be the Beneficial Owner of,to beneficially own,

(1) securities tendered pursuant to a tender drange offer made by or on behalf of such Pers@ngrof such Person's Affiliates or
Associates until such tendered securities are #eddpr purchase or exchange, or

(2) securities which a Person or any of such P& daffiliates or Associates may be deemed to hheeight to acquire pursuant to any
merger or other acquisition agreement between tmpany and such Person (or one
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or more of its Affiliates or Associates) if suchragment has been approved by the Board of Direofdise Company prior to there being an
Acquiring Person; or (B) the right to vote pursutmany agreement, arrangement or understandinQMPBED, HOWEVER, that a Person
shall not be deemed the Beneficial Owner of, dyapeficially own, any security under this

Section 1(d)(ii)(B) if the agreement, arrangementrederstanding to vote such security (1) ariséslysérom a revocable proxy or consent
given to such Person in response to a public pomopnsent solicitation made pursuant to, and @oatance with, the applicable rules and
regulations of the Exchange Act and (2) is not #&m reportable on Schedule 13D under the ExchAngéor any comparable or successor
report); or

(iii) which are beneficially owned, directly or iimdctly, by any other Person (or any Affiliate osgociate thereof) with which such Person or
any of such Person's Affiliates or Associates mysagreement, arrangement or understanding, wheth@t in writing (other than customs
agreements with and between underwriters and gajlioup members with respect to a bona fide pulffering of securities) for the purpose
of acquiring, holding, voting (except to the exteahtemplated by the proviso to

Section 1(d)(ii)(B)) or disposing of any securit@fghe Company; PROVIDED, HOWEVER, that in no caball an officer or director of the
Company be deemed

(x) the Beneficial Owner of any securities benetigi owned by another officer or director of therqmany solely by reason of actions
undertaken by such persons in their capacity aseoff or directors of the Company or (y) the BeriafiOwner of securities held of record by
the trustee of any employee benefit plan of the @amy or any Subsidiary of the Company for the bienéfiny employee of the Company or
any Subsidiary of the Company, other than the effar director, by reason of any influence thatsoificer or director may have over the
voting of the securities held in the plan.

(e) "BUSINESS DAY" shall mean any day other tha®adurday, Sunday or a day on which banking ingtitstin New York are authorized
or obligated by law or executive order to close.

(f) "CLOSE OF BUSINESS" on any given date shall m&a00 P.M., New York time, on such date; PROVIDEIYWEVER, that if such
date is not a Business Day it shall mean 5:00 ANléw York time, on the next succeeding Business. Day

(g) "COMMON SHARES" when used with reference to @@mpany shall mean the shares of Common Stodkeo€bmpany. Common
Shares when used with reference to any Person thtliethe Company shall mean the capital stockdoity interest) with the greatest voti
power of such other Person or, if such other PeisarSubsidiary of another Person, the PersorimoAs which ultimately control such first-
mentioned Person.

(h) "COMMON STOCK EQUIVALENTS" shall have the meagiset forth in
Section 11(a)(iii) hereof.

(i) "COMPANY" shall mean Silicon Valley BancsharasCalifornia corporation, subject to the term&ettion 13(a)(iii)(C) hereof.
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() "CURRENT PER SHARE MARKET PRICE" of any secuyr{ia "Security" for purposes of this definitionprfall computations other than
those made pursuant to Section 11(a)(iii) herdwdl|l snean the average of the daily closing pricasghare of such Security for the thirty (30)
consecutive Trading Days immediately prior to sdate, and for purposes of computations made pursa&@ection 11(a)(iii) hereof, the
Current Per Share Market Price of any Securityrondate shall be deemed to be the average of ihedltasing prices per share of such
Security for the ten (10) consecutive Trading Daysediately prior to such date; PROVIDED, HOWEVHERat in the event that the Current
Per Share Market Price of the Security is deterthih@ing a period following the announcement byisiseier of such Security of (i) a
dividend or distribution on such Security payaliehares of such Security or securities convertititesuch shares or (ii) any subdivision,
combination or reclassification of such Securityd @rior to the expiration of the applicable thi(80) Trading Day or ten (10) Trading Day
period, after the ex-dividend date for such dividlen distribution, or the record date for such suistbn, combination or reclassification,
then, and in each such case, the Current Per Stateet Price shall be appropriately adjusted tentfthe current market price per share
equivalent of such Security. The closing pricedach day shall be the last sale price, regular wayn case no such sale takes place on such
day, the average of the closing bid and asked qriegular way, in either case as reported in thneipal consolidated transaction reporting
system with respect to securities listed or admhittetrading on the New York Stock Exchange othé Security is not listed or admitted to
trading on the New York Stock Exchange, as repdrtéde principal consolidated transaction repgrsystem with respect to securities lis
on the principal national securities exchange oitlwthe Security is listed or admitted to tradingibthe Security is not listed or admitted to
trading on any national securities exchange, thieslale price or, if such last sale price is npbreed, the average of the high bid and low
asked prices in the over-the-counter market, asrteg by Nasdaq or such other system then in usé,an any such date the Security is not
quoted by any such organization, the average ofldsng bid and asked prices as furnished by fepstonal market maker making a market
in the Security selected by the Board of Directifrdhe Company. If on any such date no market meskeraking a market in the Security, the
fair value of such shares on such date as detedniingood faith by the Board of Directors of then@any shall be used. If the Preferred
Shares are not publicly traded, the Current PereSiiarket Price of the Preferred Shares shall Inelosively deemed to be the Current Per
Share Market Price of the Common Shares as detednpinrsuant to this Section 1(j), as appropriagefysted to reflect any stock split, stock
dividend or similar transaction occurring after ttege hereof, multiplied by 1000. If the Secur#ynbt publicly held or so listed or traded,
Current Per Share Market Price shall mean thevédire per share as determined in good faith byBtherd of Directors of the Company,
whose determination shall be described in a statefited with the Rights Agent and shall be conalador all purposes.

(k) "CURRENT VALUE" shall have the meaning set foim
Section 11(a)(iii) hereof.

() "DISTRIBUTION DATE" shall mean the earlier of) the Close of Business on the tenth day afteiShares Acquisition Date (or, if the
tenth day after the Shares Acquisition Date ocbefere the Record Date, the Close of Business @iR#écord Date) or (ii) the Close of
Business on the tenth Business Day (or such latieras may be determined by action of the Comp&woasd of Directors) after the date that
a tender or exchange offer by any Person (otherttie Company, any
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Subsidiary of the Company, any employee benefit pfahe Company or of any Subsidiary of the Conypan any Person or entity
organized, appointed or established by the Comfimmyr pursuant to the terms of any such planiy& published or sent or given within the
meaning of Rule 14d-2(a) of the General Rules aggluations under the Exchange Act, if, assumingthreessful consummation thereof,
such Person would be an Acquiring Person.

(m) "EQUIVALENT SHARES" shall mean Preferred Shaagsl any other class or series of capital stock@Company which is entitled to
the same rights, privileges and preferences aBréierred Shares.

(n) "EXCHANGE ACT" shall mean the Securities Excharict of 1934, as amended.

(0) "EXCHANGE RATIO" shall have the meaning settfoin
Section 24(a) hereof.

(p) "EXERCISE PRICE" shall have the meaning sethfan Section 4(a) hereof.

(q) "EXPIRATION DATE" shall mean the earliest toane of: (i) the Close of Business on the Final Eafion Date, (ii) the Redemption
Date, or
(iii) the time at which the Board of Directors ordéhe exchange of the Rights as provided in Se@#bhereof.

(r) "FINAL EXPIRATION DATE" shall mean October 22008.

(s) "INTERESTED PERSON" with respect to a Trangactshall mean any Person who (i) is or will becaneéAcquiring Person if the
Transaction were to be consummated or an Affilatéssociate of such a Person, and (ii) is, oratliyeor indirectly proposed, nominated or
financially supported a director of the Companyffice at the time of consideration of the Trangatin question who was elected by writ
consent of shareholders.

(t) "NASDAQ" shall mean the National Association®écurities Dealers, Inc. Automated Quotationse3gst

(u) "PERSON" shall mean any individual, firm, corgtion or other entity, and shall include any sssoe (by merger or otherwise) of such
entity.

(v) "POST-EVENT TRANSFEREE" shall have the mearsetjforth in
Section 7(e) hereof.

(w) "PREFERRED SHARES" shall mean shares of Sé&iPsarticipating Preferred Stock of the Company.

(x) "PRE-EVENT TRANSFEREE" shall have the meanirgfsrth in
Section 7(e) hereof.

(y) "PRINCIPAL PARTY" shall have the meaning settfoin
Section 13(b) hereof.



(z) "RECORD DATE" shall have the meaning set fanthhe recitals at the beginning of this Agreement.

(aa) "REDEMPTION DATE"shall have the meaning settfan
Section 23(a) hereof.

(bb) "REDEMPTION PRICE" shall have the meaningfeeth in
Section 23(a) hereof.

(cc) "RIGHTS AGENT" shall mean Norwest Bank MinntsdN.A. or its successor or replacement as pravidé&ections 19 and 21 hereof.
(dd) "RIGHTS CERTIFICATE" shall mean a certificatebstantially in the form attached hereto as Exfibi

(ee) "RIGHTS DIVIDEND DECLARATION DATE" shall havéhe meaning set forth in the recitals at the begmof this Agreement.

(ff) "SECTION 11(a)(ii) TRIGGER DATE" shall have éhmeaning set forth in Section 11(a)(iii) hereof.

(gg) "SECTION 13 EVENT" shall mean any event ddssdiin clause (i),
(i) or (iii) of Section 13(a) hereof.

(hh) "SECURITIES ACT" shall mean the Securities At1933, as amended.

(i) "SHARES ACQUISITION DATE" shall mean the firstate of public announcement (which, for purpodehie definition, shall include,
without limitation, a report filed pursuant to Sect13(d) under the Exchange Act) by the CompangroAcquiring Person that an Acquiring
Person has become such; PROVIDED THAT, if suchd?eis determined not to have become an Acquirimrgd®Pepursuant to Section 1(a)
hereof, then no Shares Acquisition Date shall kv to have occurred.

() "SPREAD" shall have the meaning set forth gcon 11(a)(iii) hereof.

(kk) "SUBSIDIARY" of any Person shall mean any amnation or other entity of which an amount of vgtsecurities sufficient to elect a
majority of the directors or Persons having simalathority of such corporation or other entity énbficially owned, directly or indirectly, by
such Person, or any corporation or other entitgmmtise controlled by such Person.

(Ih "SUBSTITUTION PERIOD" shall have the meaningt $orth in
Section 11(a)(iii) hereof.

(mm) "SUMMARY OF RIGHTS" shall mean a summary ostAgreement substantially in the form attachedteeas Exhibit C.
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(nn) "TOTAL EXERCISE PRICE" shall have the meanggg forth in
Section 4(a) hereof.

(00) "TRADING DAY" shall mean a day on which themmipal national securities exchange on which anafced security is listed or
admitted to trading is open for the transactiobusiness or, if a referenced security is not lisieddmitted to trading on any national
securities exchange, a Business Day.

(pp) "TRANSACTION" shall mean any merger, consdiidia or sale of assets described in Section 1¥edf or any acquisition of Comm
Shares which would result in a Person becoming @quiing Person.

(qg) A "TRIGGERING EVENT" shall be deemed to hawewred upon any Person, becoming an Acquiringdpers

Section 2. APPOINTMENT OF RIGHTS AGENT. The Compdrgyeby appoints the Rights Agent to act as agerthe Company and the
holders of the Rights (who, in accordance with ac8 hereof, shall prior to the Distribution Datlso be the holders of the Common Shares)
in accordance with the terms and conditions hewd, the Rights Agent hereby accepts such appoiritfiiee Company may from time to
time appoint such co-Rights Agents as it may deeoessary or desirable.

Section 3. ISSUANCE OF RIGHTS CERTIFICATES.

(a) Until the Distribution Date, (i) the Rights Wile evidenced (subject to the provisions of Sesti®(b) and 3(c) hereof) by the certificates
for Common Shares registered in the names of tldefwthereof (which certificates shall also bendee to be Rights Certificates) and not by
separate Rights Certificates and (i) the rightetteive Rights Certificates will be transferabléyan connection with the transfer of Common
Shares. Until the earlier of the Distribution Datehe Expiration Date, the surrender for transfesertificates for Common Shares shall also
constitute the surrender for transfer of the Rigistsociated with the Common Shares representegbtheks soon as practicable after the
Distribution Date, the Company will prepare andare, the Rights Agent will countersign, and therPany will send or cause to be sent
(and the Rights Agent will, if requested, sendYibst-class, postage-prepaid mail, to each recotddr of Common Shares as of the Close of
Business on the Distribution Date, at the addréssich holder shown on the records of the Compamights Certificate evidencing one
Right for each Common Share so held, subject tasaiiient as provided herein. In the event that @astrdent in the number of Rights per
Common Share has been made pursuant to Sectioerddfhthen at the time of distribution of the Ryl ertificates, the Company shall
make the necessary and appropriate rounding adgassniin accordance with Section 14(a) hereofhabRights Certificates representing
only whole numbers of Rights are distributed anghda paid in lieu of any fractional Rights. Astbé Distribution Date, the Rights will be
evidenced solely by such Rights Certificates anygl beatransferred by the transfer of the Rights ileates as permitted hereby, separately
and apart from any transfer of Common Shares, laand t
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holders of such Rights Certificates as listed mridcords of the Company or any transfer agerggistrar for the Rights shall be the record
holders thereof.

(b) On the Record Date or as soon as practicabledlfier, the Company will send a copy of the SurgrofRights by first-class, postage-
prepaid mail, to each record holder of Common Shaseof the Close of Business on the Record Datheaddress of such holder shown on
the records of the Company's transfer agent arigtrag With respect to certificates for Common i@saoutstanding as of the Record Date,
until the Distribution Date, the Rights will be denced by such certificates registered in the narhtee holders thereof together with the
Summary of Rights. Until the Distribution Date (drearlier, the Expiration Date), the surrendartfansfer of any certificate for Common
Shares outstanding on the Record Date, with orowitl copy of the Summary of Rights, shall alsostitute the transfer of the Rights
associated with the Common Shares representedthere

(c) Unless the Board of Directors by resolutionatéd at or before the time of the issuance of amy@on Shares specifies to the contrary,
Rights shall be issued in respect of all Commorr&hthat are issued after the Record Date but fwitite earlier of the Distribution Date or
the Expiration Date or, in certain circumstances/foted in Section 22 hereof, after the Distributidate. Certificates representing such
Common Shares shall also be deemed to be cerifi¢at Rights, and shall bear the following legend:

THIS CERTIFICATE ALSO EVIDENCES AND ENTITLES THE HEDER HEREOF TO CERTAIN RIGHTS AS SET FORTH IN A
RIGHTS AGREEMENT BETWEEN SILICON VALLEY BANCSHARE@SND NORWEST BANK MINNESOTA, N.A., AS THE RIGHT!
AGENT, DATED AS OF OCTOBER 22, 1998, (THE "RIGHTSREEMENT"), THE TERMS OF WHICH ARE HEREBY
INCORPORATED HEREIN BY REFERENCE AND A COPY OF WHHJS ON FILE AT THE PRINCIPAL EXECUTIVE OFFICES OF
SILICON VALLEY BANCSHARES. UNDER CERTAIN CIRCUMSTAKES, AS SET FORTH IN THE RIGHTS AGREEMENT, SUCH
RIGHTS WILL BE EVIDENCED BY SEPARATE CERTIFICATES WD WILL NO LONGER BE EVIDENCED BY THIS
CERTIFICATE. SILICON VALLEY BANCSHARES WILL MAIL TOTHE HOLDER OF THIS CERTIFICATE A COPY OF THE
RIGHTS AGREEMENT WITHOUT CHARGE AFTER RECEIPT OFWRITTEN REQUEST THEREFOR. UNDER CERTAIN
CIRCUMSTANCES SET FORTH IN THE RIGHTS AGREEMENT,®HTS ISSUED TO, OR HELD BY, ANY PERSON WHO IS, WAS
OR BECOMES AN ACQUIRING PERSON OR ANY AFFILIATE ORSSOCIATE THEREOF (AS SUCH TERMS ARE DEFINED IN
THE RIGHTS AGREEMENT), WHETHER CURRENTLY HELD BY ORN BEHALF OF SUCH PERSON OR BY ANY SUBSEQUENT
HOLDER, MAY BECOME NULL AND VOID.

With respect to such certificates containing thedoing legend, until the earlier of (i) the Dibtrtion Date or (ii) the Expiration Date, the
Rights associated with the Common Shares repraségteuch certificates shall be evidenced by sectificates alone, and the surrender for
transfer of any such
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certificate shall also constitute the transferha&f Rights associated with the Common Shares regessthereby.

(d) In the event that the Company purchases origegjany Common Shares after the Record Date mrttorthe Distribution Date, any
Rights associated with such Common Shares shalkbmed canceled and retired so that the Compafiynshae entitled to exercise any
Rights associated with the Common Shares whicin@tenger outstanding.

Section 4. FORM OF RIGHTS CERTIFICATES.

(a) The Rights Certificates (and the forms of étecto purchase Common Shares and of assignméet pointed on the reverse thereof) shall
be substantially in the form of Exhibit B heretalanay have such marks of identification or desigmaand such legends, summaries or
endorsements printed thereon as the Company may dppropriate and as are not inconsistent wittptbeisions of this Agreement, or as
may be required to comply with any applicable lawvith any rule or regulation made pursuant thegtwith any rule or regulation of any
stock exchange or automated quotation system, achvihe Rights may from time to time be listedmeluded, or to conform to usage.
Subject to the provisions of Section 11 and Se@®hereof, the Rights Certificates, whenever iflisted, shall be dated as of the Record
Date (or in the case of Rights issued with respe€@ommon Shares issued by the Company after therB®ate, as of the date of issuanc
such Common Shares) and on their face shall ettiélénolders thereof to purchase such number cttomesandths of a Preferred Share as
shall be set forth therein at the price set famrein (such exercise price per one gmaisandth of a Preferred Share being hereinadterrec
to as the "EXERCISE PRICE" and the aggregate Esefrice of all Preferred Shares issuable uporciseeof one Right being hereinafter
referred to as the "TOTAL EXERCISE PRICE"), but thenber and type of securities purchasable upomtbecise of each Right and the
Exercise Price shall be subject to adjustment agigied herein.

(b) Any Rights Certificate issued pursuant to Sec8(a) or

Section 22 hereof that represents Rights bendfiamained by: (i) an Acquiring Person or any Assteiar Affiliate of an Acquiring Person,
(i) a transferee of an Acquiring Person (or of agh Associate or Affiliate) who becomes a traresdfaafter the Acquiring Person becomes
such or (iii) a transferee of an Acquiring Persondf any such Associate or Affiliate) who becormagsansferee prior to or concurrently with
the Acquiring Person becoming such and receives Rights pursuant to either (A) a transfer (whetiremot for consideration) from the
Acquiring Person to holders of equity interestsuich Acquiring Person or to any Person with whoohsAcquiring Person has any
continuing agreement, arrangement or understardipgrding the transferred Rights or (B) a trangfieich the Company's Board of Direct:
has determined is part of a plan, arrangement @denstanding which has as a primary purpose ortedfemidance of Section 7(e) hereof, and
any Rights Certificate issued pursuant to Section Section 11 hereof upon transfer, exchangeacephent or adjustment of any other Ri
Certificate referred to in this sentence, shalltaon(to the extent feasible) the following legend:

THE RIGHTS REPRESENTED BY THIS RIGHTS CERTIFICATE A RE OR WERE
BENEFICIALLY OWNED BY A PERSON WHO WAS OR BECAME AN
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ACQUIRING PERSON OR AN AFFILIATE OR ASSOCIATE OF ANCQUIRING PERSON (AS SUCH TERMS ARE DEFINED IN Tl
RIGHTS AGREEMENT). ACCORDINGLY, THIS RIGHTS CERTIEATE AND THE RIGHTS REPRESENTED HEREBY MAY
BECOME NULL AND VOID IN THE CIRCUMSTANCES SPECIFIEIN SECTION 7(e) OF THE RIGHTS AGREEMENT.
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Section 5. COUNTERSIGNATURE AND REGISTRATION.

(a) The Rights Certificates shall be executed dralief the Company by its Chairman of the Boatsl Ghief Executive Officer, its Chief
Financial Officer, its President or any Vice Presig either manually or by facsimile signature, bgpdhe Secretary or an Assistant Secretary
of the Company, either manually or by facsimilensiyire, and shall have affixed thereto the Comgaseal (if any) or a facsimile thereof.
The Rights Certificates shall be manually countgrsd by the Rights Agent and shall not be validafoy purpose unless countersigned. In
case any officer of the Company who shall haveesigany of the Rights Certificates shall cease tsuoh officer of the Company before
countersignature by the Rights Agent and issuandedelivery by the Company, such Rights Certifisateevertheless, may be countersigned
by the Rights Agent and issued and delivered byCdwmpany with the same force and effect as thohgtpérson who signed such Rights
Certificates on behalf of the Company had not atéséde such officer of the Company; and any Riglegificate may be signed on behal
the Company by any person who, at the actual ddteeexecution of such Rights Certificate, shalldbproper officer of the Company to sign
such Rights Certificate, although at the date efdkecution of this Rights Agreement any such pevsas not such an officer.

(b) Following the Distribution Date, the Rights Agenvill keep or cause to be kept, at its officeigeated for such purposes, books for
registration and transfer of the Rights Certifisasued hereunder. Such books shall show the namdeaddresses of the respective holders
of the Rights Certificates, the number of Right&lemced on its face by each of the Rights Certifisand the date of each of the Rights
Certificates.

Section 6. TRANSFER, SPLIT UP, COMBINATION AND EXGYNGE OF RIGHTS CERTIFICATES; MUTILATED, DESTROYED,
LOST OR STOLEN RIGHTS CERTIFICATES.

(a) Subject to the provisions of Sections 7(e)afd 24 hereof, at any time after the Close of Bassiron the Distribution Date, and at or prior
to the Close of Business on the Expiration Datg,Rights Certificate or Rights Certificates mayttansferred, split up, combined or
exchanged for another Rights Certificate or Rigbestificates, entitling the registered holder toghase a like number of one-thousandths of
a Preferred Share (or, following a Triggering Eveiher securities, cash or other assets, as feernay be) as the Rights Certificate or Ri
Certificates surrendered then entitled such hdld@urchase. Any registered holder desiring tosfen split up, combine or exchange any
Rights Certificate or Rights Certificates shall rmakich request in writing delivered to the Righte/, and shall surrender the Rights
Certificate or Rights Certificates to be transfdyreplit up, combined or exchanged at the prinaifice of the Rights Agent. Neither the
Rights Agent nor the Company shall be obligatethke any action whatsoever with respect to thesfearof any such surrendered Rights
Certificate until the registered holder shall haeenpleted and signed the certificate containetiénform of assignment on the reverse side of
such Rights Certificate and shall have providechadditional evidence of the identity of the Beniefi Owner (or former Beneficial Owner)

or Affiliates or Associates thereof as the Compsingll reasonably request. Thereupon the Rights tgjwll, subject to Sections 7(e), 14 and
24 hereof, countersign and deliver to the persaitieshthereto a Rights Certificate or Rights Clagtites, as the case may be, as so requested
The Company
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may require payment of a sum sufficient to cover ax or governmental charge that may be imposedimection with any transfer, split
combination or exchange of Rights Certificates.

(b) Upon receipt by the Company and the Rights Agéevidence reasonably satisfactory to them efltiss, theft, destruction or mutilation
of a Rights Certificate, and, in case of loss, ttbefdestruction, of indemnity or security reasdypaatisfactory to them, and, at the Company's
request, reimbursement to the Company and the Riglent of all reasonable expenses incidental theamd upon surrender to the Rights
Agent and cancellation of the Rights Certificatmiitilated, the Company will make and deliver a riights Certificate of like tenor to the
Rights Agent for delivery to the registered holafelieu of the Rights Certificate so lost, stolelestroyed or mutilated.

Section 7. EXERCISE OF RIGHTS; EXERCISE PRICE; ERRTION DATE OF RIGHTS.

(a) Subject to Sections 7(e), 23(b), 23(c), 242@)a), 27(b) and 24(b) hereof, the registered haflany Rights Certificate may exercise the
Rights evidenced thereby (except as otherwise gealvherein) in whole or in part at any time after Distribution Date and prior to the Cl¢

of Business on the Expiration Date by surrendghefRights Certificate, with the form of electianfgurchase on the reverse side thereof duly
executed, to the Rights Agent at the principaloafof the Rights Agent, together with payment ef Exercise Price for each one-thousandth
of a Preferred Share (or, following a TriggeringeBt; other securities, cash or other assets asatfeemay be) as to which the Rights are
exercised.

(b) The Exercise Price for each one-thousandthRrederred Share issuable pursuant to the exestasdRight shall initially be One Hundred
and Twenty Dollars ($120.00), shall be subjectdjustment from time to time as provided in Sectidthisand 13 hereof and shall be payable
in lawful money of the United States of Americaaitcordance with paragraph (c) below.

(c) Upon receipt of a Rights Certificate represemxercisable Rights, with the form of electiorptochase duly executed, accompanied by
payment of the Exercise Price for the number ofthioeisandths of a Preferred Share (or, followifgiggering Event, other securities, cash
or other assets as the case may be) to be purchadeth amount equal to any applicable transfereguired to be paid by the holder of such
Rights Certificate in accordance with Section %(@)eof, the Rights Agent shall, subject to

Section 20(k) hereof, thereupon promptly (i) (Ayuesition from any transfer agent of the Prefer®&res (or make available, if the Rights
Agent is the transfer agent for the Preferred S)aeertificate or certificates for the numbepné-thousandths of a Preferred Share (or,
following a Triggering Event, other securities, ltas other assets as the case may be) to be pacthad the Company hereby irrevocably
authorizes its transfer agent to comply with atitstequests or (B) if the Company shall have etetdedeposit the total number of one-
thousandths of a Preferred Share (or, followingiggering Event, other securities, cash or otheetssas the case may be) issuable upon
exercise of the Rights hereunder with a deposdggnt, requisition from the depositary agent deposieceipts representing such number of
one-thousandths of a Preferred Share (or, followifigiggering Event, other securities, cash orotissets as the case may be) as are to be
purchased (in which case certificates for the PreteShares (or, following a Triggering Event, athe
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securities, cash or other assets as the case magpesented by such receipts shall be deposjtéebtransfer agent with the depositary
agent) and the Company hereby directs the deppsitent to comply with such request,

(i) when appropriate, requisition from the Compding amount of cash to be paid in lieu of issuafdeactional shares in accordance with
Section 14 hereof, (iii) after receipt of such ifiedites or depositary receipts, cause the sarbe tielivered to or upon the order of the
registered holder of such Rights Certificate, reged in such name or names as may be designawiathyholder and (iv) when appropriate,
after receipt thereof, deliver such cash to or upenorder of the registered holder of such Riglegtificate. The payment of the Exercise
Price (as such amount may be reduced (includizgto) pursuant to Section 11(a)(iii) hereof) anchamount equal to any applicable transfer
tax required to be paid by the holder of such Rigiertificate in accordance with Section 9(e) higm@ay be made in cash or by certified
bank check, cashier's check or bank draft payahileet order of the Company. In the event that tom@any is obligated to issue securities of
the Company other than Preferred Shares, pay cakbralistribute other property pursuant to

Section 11(a) hereof, the Company will make alhagements necessary so that such other securdisand/or other property are available
for distribution by the Rights Agent, if and wheppaopriate.

(d) In case the registered holder of any Rightdiftzte shall exercise less than all the Rightslenced thereby, a new Rights Certificate
evidencing Rights equivalent to the Rights remajninexercised shall be issued by the Rights Agetitd registered holder of such Rights
Certificate or to his or her duly authorized assigsubject to the provisions of Section 14 hereof.

(e) Notwithstanding anything in this Agreementhe tontrary, from and after the first occurrenca afriggering Event, any Rights
beneficially owned by (i) an Acquiring Person or/ssociate or Affiliate of an Acquiring Person) @i transferee of an Acquiring Person (or
of any such Associate or Affiliate) who becomesamsferee after the Acquiring Person becomes sutRQST-EVENT TRANSFEREE"),
(iii) a transferee of an Acquiring Person (or of anich Associate or Affiliate) who becomes a traresé prior to or concurrently with the
Acquiring Person becoming such and receives sughtRpursuant to either (A) a transfer (whethemairfor consideration) from the
Acquiring Person to holders of equity interestsuich Acquiring Person or to any Person with whoenAbquiring Person has any continuing
agreement, arrangement or understanding regardigi@nsferred Rights or (B) a transfer which tleenany's Board of Directors has
determined is part of a plan, arrangement or utaletdtng which has as a primary purpose or effexatioidance of this

Section 7(e) (a "PRE-EVENT TRANSFEREE") or (iv) asybsequent transferee receiving transferred Rfghts a Post-Event Transferee or
a Pre-Event Transferee, either directly or throagé or more intermediate transferees, shall becarti@nd void without any further action
and no holder of such Rights shall have any riglitatsoever with respect to such Rights, whetheeuady provision of this Agreement or
otherwise. The Company shall use all reasonabteteffo ensure that the provisions of this Secfi@) and

Section 4(b) hereof are complied with, but shallhao liability to any holder of Rights Certificater to any other Person as a result of its
failure to make any determinations with respe@rnadAcquiring Person or any of such Acquiring Peiséifiliates, Associates or transferees
hereunder.

() Notwithstanding anything in this Agreement k& tcontrary, neither the Rights Agent nor the Camyphall be obligated to undertake any
action with respect to a registered holder
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upon the occurrence of any purported exercisetdsitl in this Section 7 unless such registerddéroshall, in addition to having complied
with the requirements of Section 7(a), have (i) ptated and signed the certificate contained irfoine of election to purchase set forth on
the reverse side of the Rights Certificate surrezdiéor such exercise and (ii) provided such addél evidence of the identity of the
Beneficial Owner (or former Beneficial Owner) orfiliites or Associates thereof as the Company skakionably request.

Section 8. CANCELLATION AND DESTRUCTION OF RIGHTSERTIFICATES. All Rights Certificates surrendered fbe purpose of
exercise, transfer, split up, combination or exgjeashall, if surrendered to the Company or to drits@gents, be delivered to the Rights
Agent for cancellation or in canceled form, orsufrendered to the Rights Agent, shall be candafetl and no Rights Certificates shall be
issued in lieu thereof except as expressly perchliteany of the provisions of this Agreement. ThaPany shall deliver to the Rights Agent
for cancellation and retirement, and the Rightsitgall so cancel and retire, any Rights Certifiqaurchased or acquired by the Company
otherwise than upon the exercise thereof. The Riggent shall deliver all canceled Rights Certiigsato the Company, or shall, at the wri
request of the Company, destroy such canceled K@éttificates, and in such case shall deliverrgficate of destruction thereof to the
Company.

Section 9. RESERVATION AND AVAILABILITY OF PREFERRE SHARES.

(a) The Company covenants and agrees that it séllits best efforts to cause to be reserved andek@gable out of its authorized and
unissued Preferred Shares not reserved for anptinpose (and, following the occurrence of a TrigggeEvent, out of its authorized and
unissued Common Shares and/or other securitieshumber of Preferred Shares (and, following thmioence of the Triggering Event,
Common Shares and/or other securities) that wilufécient to permit the exercise in full of alltstanding Rights.

(b) If the Company shall hereafter list any ofRt®eferred Shares on a national securities exchamgpe so long as the Preferred Shares (and,
following the occurrence of a Triggering Event, Goon Shares and/or other securities) issuable aihgd#ble upon exercise of the Rights
may be listed on such exchange, the Company sémlitsibest efforts to cause, from and after sineh &s the Rights become exercisable
only to the extent that it is reasonably likelytttiee Rights will be exercised), all shares resgifee such issuance to be listed on such
exchange upon official notice of issuance upon sxahcise.
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(c) The Company shall use its best efforts toilg) fis soon as practicable following the earlikge after the first occurrence of a Triggering
Event in which the consideration to be deliveredhi®/Company upon exercise of the Rights is desdrib Section 11(a)(ii) or Section 11(a)
(iii) hereof, or as soon as is required by lawdwaling the Distribution Date, as the case may bregatration statement under the Securities
Act with respect to the securities purchasable upaicise of the Rights on an appropriate form,

(i) cause such registration statement to becorfeetdfe as soon as practicable after such filing @) cause such registration statement to
remain effective (with a prospectus at all timestimgy the requirements of the Securities Act) uh# earlier of (A) the date as of which the
Rights are no longer exercisable for such secaréied (B) the date of expiration of the Rights. Tmmpany may temporarily suspend, for a
period not to exceed ninety

(90) days after the date set forth in clause (theffirst sentence of this

Section 9(c), the exercisability of the Rights mer to prepare and file such registration statérapd permit it to become effective. Upon i
such suspension, the Company shall issue a puiliciencement stating, and notify the Rights Agdrat the exercisability of the Rights has
been temporarily suspended, as well as a publiowmwement and notification to the Rights Agentahstime as the suspension is no longer
in effect. The Company will also take such actismsy be appropriate under, or to ensure compliaitbe the securities or "blue sky" laws
of the various states in connection with the exsataility of the Rights. Notwithstanding any prowisiof this Agreement to the contrary, the
Rights shall not be exercisable in any jurisdictionless the requisite qualification in such juigidn shall have been obtained, or an
exemption therefrom shall be available, and untégistration statement has been declared effective

(d) The Company covenants and agrees that itak &ll such action as may be necessary to ertzatralt Preferred Shares (or other
securities of the Company) delivered upon exerafdRights shall, at the time of delivery of thetferates for such securities (subject to
payment of the Exercise Price), be duly and valalthorized and issued and fully paid and nonasbésshares.

(e) The Company further covenants and agreestthdlt pay when due and payable any and all fedanal state transfer taxes and charges
which may be payable in respect of the originalasse or delivery of the Rights Certificates oan§ Preferred Shares (or other securities of
the Company) upon the exercise of Rights. The Compghall not, however, be required to pay any ferrtax which may be payable in
respect of any transfer or delivery of Rights Gredies to a person other than, or the issuandelorery of certificates or depositary receipts
for the Preferred Shares (or other securities ®G@bmpany) in a name other than that of, the rexgidtholder of the Rights Certificate
evidencing Rights surrendered for exercise ordodsor to deliver any certificates or depositapeigts for Preferred Shares (or other
securities of the Company) upon the exercise ofRigits until any such tax shall have been paig &uth tax being payable by the holde
such Rights Certificate at the time of surrendenrttil it has been established to the Companyisfaation that no such tax is due.

Section 10. RECORD DATE. Each Person in whose reamgecertificate for a number of one-thousandtha Bfeferred Share (or other
securities of the Company) is issued upon the ésexaf Rights shall for all purposes be deemedateetbecome the holder of record of the
Preferred Shares (or other securities of the Cop)papresented thereby on, and such certificatk sbalated, the date
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upon which the Rights Certificate evidencing suahhs was duly surrendered and payment of the EsesRrice with respect to which the
Rights have been exercised (and any applicablefeataxes) was made; PROVIDED, HOWEVER, thatéf ttate of such surrender and
payment is a date upon which the transfer bookkefCompany are closed, such Person shall be deenhede become the record holder of
such shares on, and such certificate shall be ditedext succeeding Business Day on which thestea books of the Company are open.
Prior to the exercise of the Rights evidenced thgerthe holder of a Rights Certificate shall notengitled to any rights of a holder of
Preferred Shares (or other securities of the Cogj)dfan which the Rights shall be exercisable, idéhg, without limitation, the right to vote,
to receive dividends or other distributions or xereise any preemptive rights, and shall not béledtto receive any notice of any
proceedings of the Company, except as providedrhere

Section 11. ADJUSTMENT OF EXERCISE PRICE, NUMBER SHARES OR NUMBER OF RIGHTS. The Exercise Price,nlumber
and kind of shares or other property covered b &ght and the number of Rights outstanding abgestito adjustment from time to time
provided in this Section 11.

(@) (i) Anything in this Agreement to the contramtwithstanding, in the event the Company shadrgttime after the date of this Agreement
(A) declare a dividend on the Preferred Shareslgayia Preferred Shares, (B) subdivide the outstanBreferred Shares, (C) combine the
outstanding Preferred Shares (by reverse stockapitherwise) into a smaller number of Prefe@ares, or (D) issue any shares of its
capital stock in a reclassification of the Prefdr&hares (including any such reclassification inngtion with a consolidation or merger in
which the Company is the continuing or survivingpmration), then, in each such event, except aswike provided in this Section 11 and
Section 7(e) hereof: (1) the Exercise Price inatfée the time of the record date for such dividendf the effective date of such subdivision,
combination or reclassification shall be adjustedrst the Exercise Price thereafter shall equeatdisult obtained by dividing the Exercise
Price in effect immediately prior to such time bfraction (the "ADJUSTMENT FRACTION"), the numerataf which shall be the total
number of Preferred Shares (or shares of capdaksssued in such reclassification of the Prefé8aares) outstanding immediately
following such time and the denominator of whiclalsbe the total number of Preferred Shares outistgnimmediately prior to such time;
PROVIDED, HOWEVER, that in no event shall the cdesation to be paid upon the exercise of one Righess than the aggregate par
value of the shares of capital stock of the Compasiyable upon exercise of such Right; and (2phtiraber of one-thousandths of a Preferred
Share (or share of such other capital stock) idsugtion the exercise of each Right shall equahtimber of one-thousandths of a Preferred
Share (or share of such other capital stock) asssasble upon exercise of a Right immediatelyrpadhe occurrence of the event described
in clauses (A)-(D) of this Section 11(a)(i), muligal by the Adjustment Fraction; provided, howehat, no such adjustment shall be made
pursuant to this Section 11(a)(i) to the extent thare shall have simultaneously occurred an edestribed in clause (A), (B), (C) or (D) of
Section 11(n) with a proportionate adjustment benagle thereunder. Each Common Share that shalieeoatstanding after an adjustment
has been made pursuant to this Section 11(a)(i) lsfa&e associated with it the number of Right®reisable at the Exercise Price and for the
number of one-thousandths of a Preferred Shareh@mes of such other capital stock) as one Comrhare$has associated with it
immediately following the adjustment made pursuarthis Section 11(a)(i).
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(if) Subject to Section 24 of this Agreement, ie #vent a Triggering Event shall have occurred) firemptly following such Triggering
Event each holder of a Right, except as providegeation 7(e) hereof, shall thereafter have that tig receive for each Right, upon exercise
thereof in accordance with the terms of this Agreetrand payment of the Exercise Price in effect édiately prior to the occurrence of the
Triggering Event, in lieu of a number of one-thaudihs of a Preferred Share, such number of ComrhareS of the Company as shall equal
the result obtained by multiplying the ExercisecBiin effect immediately prior to the occurrencehaf Triggering Event by the number of
one-thousandths of a Preferred Share for whiclgatRvas exercisable (or would have been exercishtile Distribution Date had occurred)
immediately prior to the first occurrence of a Géging Event, and dividing that product by 50%h# Current Per Share Market Price for
Common Shares on the date of occurrence of thgdrilgg Event; provided, however, that the ExerBigee and the number of Common
Shares of the Company so receivable upon exerEs&aght shall be subject to further adjustmenggropriate in accordance with Section
11(e) hereof to reflect any events occurring ippees of the Common Shares of the Company afteodharrence of the Triggering Event.

(iii) In lieu of issuing Common Shares in accordamgth

Section 11(a)(ii) hereof, the Company may, if tren(pany's Board of Directors determines that sutibracs necessary or appropriate and
contrary to the interest of holders of Rights andhe event that the number of Common Shares wdnietauthorized by the Company's
Articles of Incorporation but not outstanding oseeved for issuance for purposes other than upercise of the Rights are not sufficient to
permit the exercise in full of the Rights, or ifyamecessary regulatory approval for such issuaasebt been obtained by the Company, the
Company shall: (A) determine the excess of (1)vtlae of the Common Shares issuable upon the eecofia Right (the "CURRENT
VALUE") over (2) the Exercise Price (such exceks,"'SPREAD") and (B) with respect to each Rightkenadequate provision to substitute
for such Common Shares, upon exercise of the Ri¢htgash, (2) a reduction in the Exercise Price,

(3) other equity securities of the Company (inahggiwithout limitation, shares or units of sharéamy series of preferred stock which the
Company's Board of Directors has deemed to havedime value as Common Shares (such shares optisitares of preferred stock are
herein called "COMMON STOCK EQUIVALENTS")), excefat the extent that the Company has not obtainechangssary shareholder or
regulatory approval for such issuance, (4) dehtsiges of the Company, except to the extent thatGompany has not obtained any
necessary shareholder or regulatory approval foh @suance,

(5) other assets or (6) any combination of thedoireg, having an aggregate value equal to the @GuXfalue, where such aggregate value has
been determined by the Company's Board of Diredtased upon the advice of a nationally recognimedstment banking firm selected by
the Company's Board of Directors; PROVIDED, HOWEVEHRhe Company shall not have made adequate gimvio deliver value
pursuant to clause (B) above within thirty (30) slégllowing the later of (x) the first occurrenckaoTriggering Event and (y) the date on
which the Company's right of redemption pursuareation 23(a) expires (the later of (x) and (yijpgeeferred to herein as the "SECTION
11(a)(ii) TRIGGER DATE"), then the Company shalldidigated to deliver, upon the surrender for eiserof a Right and without requiring
payment of the Exercise Price, Common Shares @extent available), except to the extent thattbmpany has not obtained any necessary
shareholder or regulatory approval for such isseaand then, if necessary, cash, which sharesracagb have an aggregate value equal to
the Spread. If
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the Company's Board of Directors shall determingdad faith that it is likely that sufficient adidihal Common Shares could be authorized
for issuance upon exercise in full of the Rightshat any necessary regulatory approval for susinaisce will be obtained, the thirty (30) day
period set forth above may be extended to the eregessary, but not more than ninety (90) days #fe Section 11(a)(ii) Trigger Date, in
order that the Company may seek shareholder appiavihe authorization of such additional sharesatie action to obtain such regulatory
approval (such period, as it may be extended, SuBSTITUTION PERIOD"). To the extent that the Compaletermines that some action
need be taken pursuant to the first and/or secentsces of this

Section 11(a)(iii), the Company (x) shall providabject to Section 7(e) hereof, that such actiadl sipply uniformly to all outstanding Rig}
and

(y) may suspend the exercisability of the Rightsldime expiration of the Substitution Period irder to seek any authorization of additional
shares, to take any action to obtain any requiegdlatory approval and/or to decide the appropf@i@ of distribution to be made pursuant
to such first sentence and to determine the véleebf. In the event of any such suspension, thepgaay shall issue a public announcement
stating that the exercisability of the Rights hasibtemporarily suspended, as well as a publiciamwement at such time as the suspension is
no longer in effect. For purposes of this

Section 11(a)(iii), the value of the Common Shaitesl be the Current Per Share Market Price of2timmon Shares on the Section 11(a)(ii)
Trigger Date and the value of any Common Stock ¥jant shall be deemed to have the same valueasdimmon Shares on such date.

(b) In case the Company shall, at any time afterdidite of this Agreement, fix a record date forisiseance of rights, options or warrants t
holders of Preferred Shares entitling such holffersa period expiring within fortfive (45) calendar days after such record datsytiscribe
for or purchase Preferred Shares or EquivalenteéShar securities convertible into Preferred Shardsquivalent Shares at a price per share
(or having a conversion price per share, if a gcaonvertible into Preferred Shares or Equival®hares) less than the then Current Per
Share Market Price of the Preferred Shares or Bdpriv Shares on such record date, then, in eathcaise, the Exercise Price to be in effect
after such record date shall be determined by piyitig the Exercise Price in effect immediatelygptio such record date by a fraction, the
numerator of which shall be the number of PrefeBhdres and Equivalent Shares (if any) outstanalinguch record date, plus the numbe
Preferred Shares or Equivalent Shares, as theagde, which the aggregate offering price of ttalthumber of Preferred Shares or
Equivalent Shares, as the case may be, to be dfferissued (and/or the aggregate initial converpiice of the convertible securities to be
offered or issued) would purchase at such currenket price, and the denominator of which shalifgenumber of Preferred Shares and
Equivalent Shares (if any) outstanding on suchneedate, plus the number of additional Preferredr&hor Equivalent Shares, as the case
may be, to be offered for subscription or purch@asénto which the convertible securities so toofiered are initially convertible);
PROVIDED, HOWEVER, that in no event shall the cdesation to be paid upon the exercise of one Righess than the aggregate par
value of the shares of capital stock of the Compasyable upon exercise of one Right. In case subkcription price may be paid in a
consideration part or all of which shall be in atficother than cash, the value of such consideratiati be as determined in good faith by the
Company's Board of Directors, whose determinatiall $e described in a statement filed with theh®&gAgent and shall be binding on the
Rights Agent and the holders of the Rights. Prete8hares and Equivalent Shares owned by or hettldaccount of the Company shall not
be deemed outstanding for the purpose of
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any such computation. Such adjustment shall be mackeessively whenever such a record date is fexedl in the event that such rights,
options or warrants are not so issued, the ExeRiige shall be adjusted to be the Exercise Prlielwwould then be in effect if such record
date had not been fixed.

(c) In case the Company shall, at any time afterddite of this Agreement, fix a record date forrtteking of a distribution to all holders of
the Preferred Shares or of any class or seriegjoivBlent Shares (including any such distributicerden in connection with a consolidation or
merger in which the Company is the continuing awising corporation) of evidences of indebtednesassets (other than a regular quarterly
cash dividend, if any, or a dividend payable inf€red Shares) or subscription rights, options arrants (excluding those referred to in
Section 11(b)), then, in each such case, the BseRiiice to be in effect after such record daté bhaletermined by multiplying the Exercise
Price in effect immediately prior to such recordeday a fraction, the numerator of which shall lbe €urrent Per Share Market Price of a
Preferred Share or an Equivalent Share on suchdede, less the fair market value per Preferteat&or Equivalent Share (as determined
in good faith by the Board of Directors of the Canp, whose determination shall be described iat@stent filed with the Rights Agent) of
the portion of the cash, assets or evidences ebidiness so to be distributed or of such subgmipghts or warrants applicable to a
Preferred Share or Equivalent Share, as the cagdeyand the denominator of which shall be suctredt Per Share Market Price of a
Preferred Share or Equivalent Share on such retaiej PROVIDED, HOWEVER, that in no event shall toasideration to be paid upon"
exercise of one Right be less than the aggregategbae of the shares of capital stock of the Camygasuable upon exercise of one Right.
Such adjustments shall be made successively wheaeek a record date is fixed, and in the evertgheh distribution is not so made, the
Exercise Price shall be adjusted to be the ExeRiige which would have been in effect if such rdadate had not been fixed.

(d) Anything herein to the contrary notwithstanding adjustment in the Exercise Price shall beirequnless such adjustment would reg

an increase or decrease of at least 1% in the Breeice; PROVIDED, HOWEVER, that any adjustmemitéch by reason of this Section 11
(d) are not required to be made shall be carrieddod and taken into account in any subsequensadgnt. All calculations under this
Section 11 shall be made to the nearest centtbetoearest ten-thousandth of a Common Share er sitfare or one hundred-thousandth of a
Preferred Share, as the case may be. Notwithstgtidinfirst sentence of this Section 11(d), anystdfjent required by this

Section 11 shall be made no later than the eadi@) three (3) years from the date of the tratisacwhich requires such adjustment or (ii)
Expiration Date.

(e) If as a result of an adjustment made pursumaBettion 11(a) or 13(a) hereof, the holder of Right thereafter exercised shall become
entitled to receive any shares of capital stockiothan Preferred Shares, thereafter the numbsratf other shares so receivable upon
exercise of any Right and, if required, the Exerdsice thereof, shall be subject to adjustmemnfiime to time in a manner and on terms as
nearly equivalent as practicable to the provisieith respect to the Preferred Shares containe@atichs 11(a),

11(b), 11(c), 11(d), 11(g), 11(h), 11(i), 11(j),(kLand 11(I), and the provisions of Sections 71®,13 and 14 with respect to the Preferred
Shares shall apply on like terms to any such atheres.
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(f) All Rights originally issued by the Company selguent to any adjustment made to the Exercise Reeunder shall evidence the right to
purchase, at the adjusted Exercise Price, the nuaflome-thousandths of a Preferred Share purchagalm time to time hereunder upon
exercise of the Rights, all subject to further attjuent as provided herein.

(9) Unless the Company shall have exercised itgieteas provided in Section 11(h), upon each adjant of the Exercise Price as a result of
the calculations made in Section 11(b) and (c)h&ight outstanding immediately prior to the makafguch adjustment shall thereafter
evidence the right to purchase, at the adjusteddSesPrice, that number of Preferred Shares (tzikdi to the nearest one hundred-
thousandth of a share) obtained by

(i) multiplying (x) the number of Preferred Shaoesered by a Right immediately prior to this adjuent, by (y) the Exercise Price in effect
immediately prior to such adjustment of the Exexd®sice, and (ii) dividing the product so obtaifgydhe Exercise Price in effect
immediately after such adjustment of the ExercisecP

(h) The Company may elect on or after the datengfaaljustment of the Exercise Price as a resuti@talculations made in Section 11(b) or
(c) to adjust the number of Rights, in substitutionany adjustment in the number of Preferred &haurchasable upon the exercise of a
Right. Each of the Rights outstanding after sughsithent of the number of Rights shall be exerdesédr the number of one-thousandths of
a Preferred Share for which a Right was exercisaimeediately prior to such adjustment. Each Rigitlof record prior to such adjustment
of the number of Rights shall become that numbéRights (calculated to the nearest one hundredstudth) obtained by dividing the
Exercise Price in effect immediately prior to adijasnt of the Exercise Price by the Exercise Pricefiect immediately after adjustment of
the Exercise Price. The Company shall make a pablimuncement of its election to adjust the nunb&ights, indicating the record date
for the adjustment, and, if known at the time, @h@ount of the adjustment to be made. This recotel miay be the date on which the Exercise
Price is adjusted or any day thereafter, but,efRights Certificates have been issued, shall keaat ten (10) days later than the date of the
public announcement. If Rights Certificates haverbissued, upon each adjustment of the numberghftRpursuant to this Section 11(h), the
Company shall, as promptly as practicable, cauge tistributed to holders of record of Rights @iegtes on such record date Rights
Certificates evidencing, subject to Section 14 bkrle additional Rights to which such holderslidba entitled as a result of such
adjustment, or, at the option of the Company, stalke to be distributed to such holders of retosdibstitution and replacement for the
Rights Certificates held by such holders priortie date of adjustment, and upon surrender thefeefjuired by the Company, new Rights
Certificates evidencing all the Rights to whichlstolders shall be entitled after such adjustnRigthts Certificates so to be distributed shall
be issued, executed and countersigned in the manmeided for herein (and may bear, at the optibthe Company, the adjusted Exercise
Price) and shall be registered in the names ofitthéers of record of Rights Certificates on theordadate specified in the public
announcement.

(i) Irrespective of any adjustment or change inERercise Price or the number of Preferred Shasesble upon the exercise of the Rights,
the Rights Certificates theretofore and thereadmred may continue to express the Exercise Pecemne ondghousandth of a Preferred Sh
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and the number of one-thousandths of a PreferradeSthich were expressed in the initial Rights i@eates issued hereunder.

(j) Before taking any action that would cause ajustthent reducing the Exercise Price below theopatated value, if any, of the number of
one-thousandths of a Preferred Share issuable emngise of the Rights, the Company shall takecamgorate action which may, in the
opinion of its counsel, be necessary in order tt@Company may validly and legally issue as fplyd and nonassessable shares such
number of one-thousandths of a Preferred Shanechtadjusted Exercise Price.

(k) In any case in which this Section 11 shall iegjthat an adjustment in the Exercise Price beengdfibctive as of a record date for a
specified event, the Company may elect to defat that occurrence of such event the issuing tdblder of any Right exercised after such
record date of the number of one-thousandths eéteRed Share and other capital stock or secsaritieghe Company, if any, issuable upon
such exercise over and above the number of ones#éimiths of a Preferred Share and other capitat stogecurities of the Company, if any,
issuable upon such exercise on the basis of theciEgePrice in effect prior to such adjustment; RRROGED, HOWEVER, that the Company
shall deliver to such holder a due bill or othepmpriate instrument evidencing such holder's righeceive such additional shares (fractic
or otherwise) upon the occurrence of the eventiregusuch adjustment.

() Anything in this Section 11 to the contrary withstanding, prior to the Distribution Date, ther@pany shall be entitled to make such
reductions in the Exercise Price, in addition tosthadjustments expressly required by this Sedtloas and to the extent that it in its sole
discretion shall determine to be advisable in otdat any (i) consolidation or subdivision of theefeérred or Common Shares, (ii) issuance
wholly for cash of any Preferred or Common Shatdess than the current market price,

(iii) issuance wholly for cash of Preferred or CoomShares or securities which by their terms areedible into or exchangeable for
Preferred or Common Shares, (iv) stock dividendspissuance of rights, options or warrants reférto in this Section 11, hereafter mad:
the Company to holders of its Preferred or Commioar&s shall not be taxable to such shareholders.

(m) The Company covenants and agrees that, aédbidiribution Date, it will not, except as perraitby Sections 23, 24 or 27 hereof, take
(or permit to be taken) any action if at the timnelsaction is taken it is reasonably foreseealgeghch action will diminish substantially or
otherwise eliminate the benefits intended to berd#d by the Rights.

(n) In the event the Company shall at any timerafte date of this Agreement (A) declare a dividendhe Common Shares payable in
Common Shares, (B) subdivide the outstanding Com&tares, (C) combine the outstanding Common Slibye®verse stock split or
otherwise) into a smaller number of Common Sharef)) issue any shares of its capital stock ir@dassification of the Common Shares
(including any such reclassification in connectiaith a consolidation or merger in which the Comp@nthe continuing or surviving
corporation), then, in each such event, exceptlteerwise provided in this

Section 11(a) and Section 7(e) hereof: (1) eachrGom
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Share (or shares of capital stock issued in sudhgssification of the Common Shares) outstandingédiiately following such time shall ha
associated with it the number of Rights as wereaated with one Common Share immediately prich&occurrence of the event described
in clauses (A)-(D) above; (2) the Exercise Priceffiect at the time of the record date for suchddind or of the effective date of such
subdivision, combination or reclassification shmdladjusted so that the Exercise Price theredftdl squal the result obtained by multiplying
the Exercise Price in effect immediately prior tels time by a fraction, the numerator of which khealthe total number of Common Shares
outstanding immediately prior to the event desdiimeclauses (A)-(D) above, and the denominatawtith shall be the total number of
Common Shares outstanding immediately after suente??ROVIDED, HOWEVER, that in no event shall temsideration to be paid upon
the exercise of one Right be less than the aggrqmatvalue of the shares of capital stock of tam@any issuable upon exercise of such
Right; and (3) the number of one-thousandths afedelred Share (or shares of such other capitakytssuable upon the exercise of each
Right outstanding after such event shall equahtimaber of one-thousandths of a Preferred Shareh@mes of such other capital stock) as
were issuable with respect to one Right immedigpeilgr to such event. Each Common Share that bleatbme outstanding after an
adjustment has been made pursuant to this Sectign g¢hall have associated with it the number ghii, exercisable at the Exercise Price
and for the number of one-thousandths of a Prafedteare (or shares of such other capital stockhasCommon Share has associated with it
immediately following the adjustment made pursuarthis Section 11(n). If an event occurs which ldaequire an adjustment under both
this Section 11(n) and Section 11(a)(ii) hereoé, éldjustment provided for in this Section 11(n)lldb&in addition to, and shall be made prior
to, any adjustment required pursuant to Sectioa){il)(hereof.

Section 12. CERTIFICATE OF ADJUSTED EXERCISE PRIOR NUMBER OF SHARES. Whenever an adjustment is nasdgrovided i
Sections 11 and 13 hereof, the Company shall pigr(gt prepare a certificate setting forth suchuatthent and a brief statement of the facts
accounting for such adjustment, (b) file with thiglirs Agent and with each transfer agent for trefdPred Shares a copy of such certificate
and (c) mail a brief summary thereof to each hotifexr Rights Certificate in accordance with Sec@26rhereof. Notwithstanding the
foregoing sentence, the failure of the Company atx@rsuch certification or give such notice shatlaftect the validity of such adjustment or
the force or effect of the requirement for suctuatipent. The Rights Agent shall be fully protedtecelying on any such certificate and on
any adjustment contained therein and shall notdeendd to have knowledge of such adjustment untebsiatil it shall have received such
certificate.

Section 13. CONSOLIDATION, MERGER OR SALE OR TRANSR OF ASSETS OR EARNING POWER.
(@) In the event that, following a Triggering Eveditectly or indirectly:

(i) the Company shall consolidate with, or mergévaind into, any other Person (other than a whalyied Subsidiary of the Company in a
transaction the principal purpose of which is tarude the state of incorporation of the Companyvelmdh complies with Section 11(m)
hereof);
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(if) any Person shall consolidate with the Compamymerge with and into the Company and the Comghayl be the continuing or survivil
corporation of such consolidation or merger and;annection with such merger, all or part of thev@won Shares shall be changed into or
exchanged for stock or other securities of anyrgbeeson (or the Company); or

(iii) the Company shall sell or otherwise trandf@rone or more of its Subsidiaries shall sell threowise transfer), in one or more
transactions, assets or earning power aggregad¥gds more of the assets or earning power of theg@my and its Subsidiaries (taken as a
whole) to any other Person or Persons (other theiCbompany or one or more of its wholly owned Sdibsies in one or more transactions,
each of which individually (and together) complheish Section 11(m) hereof),

then, concurrent with and in each such case,

(A) each holder of a Right (except as provided in

Section 7(e) hereof) shall thereafter have thet tigheceive, upon the exercise thereof at a m@tpeal to the Total Exercise Price applicable
immediately prior to the occurrence of the Secfi8rEvent in accordance with the terms of this Agreet, such number of validly authoriz
and issued, fully paid, nonassessable and freatietible Common Shares of the Principal Party (esradter defined), free of any liens,
encumbrances, rights of first refusal or other aslvelaims, as shall be equal to the result obddiyedividing such Total Exercise Price by
50% of the Current Per Share Market Price of them@on Shares of such Principal Party on the dat®e$ummation of such

Section 13 Event, PROVIDED, HOWEVER, that the Eisgdrice and the number of Common Shares of stichifal Party so receivable
upon exercise of a Right shall be subject to furtltBustment as appropriate in accordance with

Section 11(e) hereof;

(B) such Principal Party shall thereafter be ligble and shall assume, by virtue of such Sect®iElent, all the obligations and duties of the
Company pursuant to this Agreement;

(C) the term "Company" shall thereafter be deemegfer to such Principal Party, it being specificantended that the provisions of Section
11 hereof shall apply only to such Principal Péotiowing the first occurrence of a Section 13 Eyyen

(D) such Principal Party shall take such stepdyating, but not limited to, the reservation of dfient number of its Common Shares) in
connection with the consummation of any such tretima as may be necessary to ensure that the prosibereof shall thereafter be
applicable, as nearly as reasonably may be, itioelto its Common Shares thereafter deliverabnupe exercise of the Rights; and

(E) upon the subsequent occurrence of any consiiidanerger, sale or transfer of assets or otkieaerdinary transaction in respect of such
Principal Party, each holder of a Right shall then be entitled to receive, upon exercise of &fRagd payment of the Total
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Exercise Price as provided in this Section 13@hsash, shares, rights, warrants and other gsopich such holder would have been
entitled to receive had such holder, at the timeuzh transaction, owned the Common Shares ofrtheipal Party receivable upon the
exercise of such Right pursuant to this Sectiom)}l&nd such Principal Party shall take such diepkiding, but not limited to, reservation
shares of stock) as may be necessary to permsutigequent exercise of the Rights in accordandethatterms hereof for such cash, shares,
rights, warrants and other property.

(F) For purposes hereof, the "earning power" of@benpany and its Subsidiaries shall be determinepbod faith by the Company's Board
Directors on the basis of the operating earningsash business operated by the Company and itsdsries during the three fiscal years
preceding the date of such determination (or, éncse of any business not operated by the Compaanyy Subsidiary during three full fisc
years preceding such date, during the period susimbéss was operated by the Company or any Suhgic

(b) For purposes of this Agreement, the term "PRINKL. PARTY" shall mean:

() in the case of any transaction described ins#a(i) or

(i) of Section 13(a) hereof: (A) the Person ttsathie issuer of the securities into which the Comi@bares are converted in such merger or
consolidation, or, if there is more than one sssluér, the issuer the Common Shares of which tmevgreatest aggregate market value of
shares outstanding, or (B) if no securities arissoed, (x) the Person that is the other partheanterger, if such Person survives said merger,
or, if there is more than one such Person, theoRd¢hee Common Shares of which have the greatesegate market value of shares
outstanding or (y) if the Person that is the ofteaty to the merger does not survive the mergerPrson that does survive the merger
(including the Company if it survives) or (z) therBon resulting from the consolidation; and

(i) in the case of any transaction described ausé

(iii) of Section13(a) hereof, the Person that is plarty receiving the greatest portion of the @sseearning power transferred pursuant to
transaction or transactions, or, if more than oaes@n that is a party to such transaction or ti@titsss receives the same portion of the assets
or earning power so transferred and each suchopontould, were it not for the other equal portiocmnstitute the greatest portion of the
assets or earning power so transferred, or if #red® receiving the greatest portion of the aswetarning power cannot be determined,
whichever of such Persons is the issuer of ComniameS having the greatest aggregate market valsieaoés outstanding;

PROVIDED, HOWEVER, that in any such case describetie foregoing clause

(b)(i) or (b)(ii), if the Common Shares of such §ar are not at such time or have not been contsiyawer the preceding 12-month period
registered under

Section 12 of the Exchange Act, then (1) if sucts®e s a direct or indirect Subsidiary of anotBerson the Common Shares of which are
and have been so registered, the term "Princip&y'Pshall refer to such other Person, or (2) €ls®Person is a Subsidiary, directly or
indirectly, of more than one Person, the Commornr&haf which are and have been so registeredethe"Principal Party" shall refer to
whichever of such Persons is the issuer of ComniameS having the greatest aggregate market valsiganés outstanding, or (3) if such
Person is owned, directly or
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indirectly, by a joint venture formed by two or madPersons that are not owned, directly or indiydayl the same Person, the rules set forth in
clauses (1) and (2) above shall apply to eachebtiners having an interest in the venture asiftrson owned by the joint venture was a
Subsidiary of both or all of such joint ventureand the Principal Party in each such case shalltheaobligations set forth in this Section 13
in the same ratio as its interest in such Persarslie the total of such interests.

(c) The Company shall not consummate any SectidBvERt unless the Principal Party shall have ddafft number of authorized Common
Shares that have not been issued or reservedstarise to permit the exercise in full of the Rightaccordance with this Section 13 and
unless prior thereto the Company and such isswadrisdve executed and delivered to the Rights Agentpplemental agreement confirming
that such Principal Party shall, upon consummatiosuch Section 13 Event, assume this Agreemeatdénrdance with Sections 13(a) and 13
(b) hereof, that all rights of first refusal or preptive rights in respect of the issuance of Com@leares of such Principal Party upon exel

of outstanding Rights have been waived, that thegeno rights, warrants, instruments or securdigstanding or any agreements or
arrangements which, as a result of the consummafisach transaction, would eliminate or substédlgt@giminish the benefits intended to be
afforded by the Rights and that such transactiafi slot result in a default by such Principal Pamger this Agreement, and further provic
that, as soon as practicable after the date of Section 13 Event, such Principal Party will:

(i) prepare and file a registration statement uriderSecurities Act with respect to the Rights tiredsecurities purchasable upon exercise of
the Rights on an appropriate form, use its besttsfto cause such registration statement to beedfaetive as soon as practicable after such
filing and use its best efforts to cause such tegfisn statement to remain effective (with a peagps at all times meeting the requirements of
the Securities Act) until the Expiration Date, aahilarly comply with applicable state securitiasvk;

(i) use its best efforts to list (or continue fising of) the Rights and the securities purchésapon exercise of the Rights on a national
securities exchange or to meet the eligibility iegments for quotation on Nasdaq and list (or cargithe listing of) the Rights and the
securities purchasable upon exercise of the Rightsasdaqg; and

(iii) deliver to holders of the Rights historic@h&ncial statements for such Principal Party witiemply in all respects with the requirements
for registration on Form 10 (or any successor faumjer the Exchange Act.

In the event that at any time after the occurrexfa Triggering Event some or all of the Rightslkhat have been exercised at the time of a
transaction described in this Section 13, the Riglitich have not theretofore been exercised draiéafter be exercisable in the manner
described in

Section 13(a) (without taking into account any padjustment required by

Section 11(a)(ii)).

(d) In case the "Principal Party" for purposes ett®n 13(b) hereof has provision in any of itshawized securities or in its certificate of
incorporation or by-laws or other instrument
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governing its corporate affairs, which provisionudbhave the effect of (i) causing such Principaiti? to issue (other than to holders of
Rights pursuant to Section 13 hereof), in conneatiih, or as a consequence of, the consummatienSction 13 Event, Common Share
Equivalent Shares of such Principal Party at lbas the then Current Per Share Market Price themesdécurities exercisable for, or
convertible into, Common Shares or Equivalent Shafesuch Principal Party at less than such theme@tPer Share Market Price, or (ii)
providing for any special payment, tax or similapyision in connection with the issuance of the @win Shares of such Principal Party
pursuant to the provisions of Section 13 here@htlin such event, the Company hereby agrees with Bolder of Rights that it shall not
consummate any such transaction unless prior théretCompany and such Principal Party shall haeewed and delivered to the Rights
Agent a supplemental agreement providing that theigion in question of such Principal Party slmVe been canceled, waived or amended,
or that the authorized securities shall be redeeseethat the applicable provision will have nceeetfin connection with or as a consequence
of, the consummation of the proposed transaction.

(e) The Company covenants and agrees that itisbilat any time after the Distribution Date, effecpermit to occur any Section 13 Event,
if (i) at the time or immediately after such Sentit83 Event there are any rights, warrants or dtistruments or securities outstanding or
agreements in effect which would substantially disti or otherwise eliminate the benefits intenaeble afforded by the Rights, (ii) prior to,
simultaneously with or immediately after such Smetl3 Event, the shareholders of the Person whstitates, or would constitute, the
"Principal Party" for purposes of Section 13(b)dwdrshall have received a distribution of Rightsviwusly owned by such Person or any of
its Affiliates or Associates or (iii) the form oature of organization of the Principal Party woptdclude or limit the exercisability of the
Rights.

(f) The provisions of this Section 13 shall simiyaapply to successive mergers or consolidatiorsates or other transfers.
Section 14. FRACTIONAL RIGHTS AND FRACTIONAL SHARES

(a The Company shall not be required to issueifmastof Rights or to distribute Rights Certificatesich evidence fractional Rights. In lieu
of such fractional Rights, there shall be paidh® iegistered holders of the Rights Certificateth wégard to which such fractional Rights
would otherwise be issuable, an amount in cashl¢gile same fraction of the current market valtia whole Right. For the purposes of
this Section 14(a), the current market value ohale Right shall be the closing price of the Rigbtsthe Trading Day immediately prior to
the date on which such fractional Rights would hiagen otherwise issuable, as determined pursudné teecond sentence of Section 1(j)
hereof.

(b The Company shall not be required to issueifyastof Preferred Shares (other than fractionsdhaintegral multiples of one one-
thousandth of a Preferred Share) upon exercideedRights or to distribute certificates which evide fractional Preferred Shares (other than
fractions that are integral multiples of one onedttandth of a Preferred Share). Interests in trastof Preferred Shares in integral multiples
of one one-thousandth of a Preferred Share madleatlection of the
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Company, be evidenced by depositary receipts, patdo an appropriate agreement between the Congrathg depositary selected by it;
PROVIDED, that such agreement shall provide thathiiblders of such depositary receipts shall havwbdealrights, privileges and preferences
to which they are entitled as beneficial ownerthefPreferred Shares represented by such depostaipts. In lieu of fractional Preferred
Shares that are not integral multiples of one dtwerdandth of a Preferred Share, the Company sénaligothe registered holders of Rights
Certificates at the time such Rights are exercésellerein provided an amount in cash equal toaimedraction of the current market value
a Preferred Share. For purposes of this Sectidn),lthe current market value of a Preferred Shiaaél be one thousand times the closing
price of a Common Share (as determined pursuaheteecond sentence of Section 1(j) hereof) foiTtlaeling Day immediately prior to the
date of such exercise.

(c The Company shall not be required to issueifrastof Common Shares or to distribute certificatbgch evidence fractional Common
Shares upon the exercise or exchange of Righteumf such fractional Common Shares, the Comsnal pay to the registered holders of
Rights Certificates at the time such Rights are@ged as herein provided an amount in cash equhktsame fraction of the current market
value of a Common Share. For purposes of this @edtl(c), the current market value of a Common &khall be the closing price of a
Common Share (as determined pursuant to the seseoriednce of Section 1(j) hereof) for the Trading Damediately prior to the date of
such exercise.

(d The holder of a Right by the acceptance of tlghiRexpressly waives his or her right to receimg fractional Rights or any fractional
shares (other than fractions that are integralipla of one one-thousandth of a Preferred Shame) exercise of a Right.

Section 15. RIGHTS OF ACTION. All rights of actiamrespect of this Agreement, excepting the rigltfitaction given to the Rights Agent
under

Section 18 hereof, are vested in the respectivistergd holders of the Rights Certificates (andyrdo the Distribution Date, the registered
holders of the Common Shares); and any registesktehof any Rights Certificate (or, prior to thés@ibution Date, of the Common Shares),
without the consent of the Rights Agent or of tlddir of any other Rights Certificate (or, priorthe Distribution Date, of the Common
Shares), may, in his or her own behalf and foohiser own benefit, enforce, and may institute axaihtain any suit, action or proceeding
against the Company to enforce, or otherwise aspect of, his or her right to exercise the Rightidenced by such Rights Certificate in
manner provided in such Rights Certificate anchia Agreement. Without limiting the foregoing oryaremedies available to the holders of
Rights, it is specifically acknowledged that thédeos of Rights would not have an adequate remetiyafor any breach of this Agreement
and will be entitled to specific performance of tit#igations under, and injunctive relief againgtual or threatened violations of, the
obligations of any Person subject to this Agreement

Section 16. AGREEMENT OF RIGHTS HOLDERS. Every laldf a Right, by accepting the same, consentagrees with the Company
and the Rights Agent and with every other holdea &ight that:

(a prior to the Distribution Date, the Rights wil transferable only in connection with the transfehe Common Shares;
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(b after the Distribution Date, the Rights Certfies are transferable only on the registry bookb@Rights Agent if surrendered at the
principal office of the Rights Agent, duly endorsadaccompanied by a proper instrument of traresferwith the appropriate forms and
certificates fully executed; and

(c subject to Sections 6(a) and 7(f) hereof, then@any and the Rights Agent may deem and treatdhsop in whose name the Rights
Certificate (or, prior to the Distribution Date gthssociated Common Shares certificate) is regidi®s the absolute owner thereof and of the
Rights evidenced thereby (notwithstanding any imtatof ownership or writing on the Rights Certifies or the associated Common Shares
certificate made by anyone other than the CompanlyeoRights Agent) for all purposes whatsoeved, gither the Company nor the Rights
Agent shall be affected by any notice to the cagtra

Section 17. RIGHTS CERTIFICATE HOLDER NOT DEEMEDSHAREHOLDER. No holder, as such, of any Rights i@leste shall be
entitled to vote, receive dividends or be deemeafy purpose to be the holder of the PreferredeShar any other securities of the Comp
which may at any time be issuable on the exerdisieeoRights represented thereby, nor shall angtbontained herein or in any Rights
Certificate be construed to confer upon the hotdemy Rights Certificate, as such, any of thetsgsf a shareholder of the Company or any
right to vote for the election of directors or upanmy matter submitted to shareholders at any ngepéigreof, or to give or withhold consent to
any corporate action, or to receive notice of nmggtior other actions affecting shareholders (exagprrovided in Section 25 hereof), or to
receive dividends or subscription rights, or otheeyuntil the Right or Rights evidenced by suchts Certificate shall have been exercised
in accordance with the provisions hereof.

Section 18. CONCERNING THE RIGHTS AGENT.

(a The Company agrees to pay to the Rights Agasoreble compensation for all services renderatdhisreunder and, from time to time,
demand of the Rights Agent, its reasonable expearsgsounsel fees and other disbursements incirtbe administration and execution of
this Agreement and the exercise and performanis dtities hereunder. The Company also agreesltarinify the Rights Agent for, and to
hold it harmless against, any loss, liability operse, incurred without negligence, bad faith difulimisconduct on the part of the Rights
Agent, for anything done or omitted by the RightgeAt in connection with the acceptance and admatish of this Agreement, including t
costs and expenses of defending against any cldliabdity in the premises. In no event will thadgRts Agent be liable for special, indirect,
incidental or consequential loss or damage of amg Whatsoever, even if the Rights Agent has belisad of the possibility of such loss or
damage.

(b The Rights Agent shall be protected and shaliiimo liability for, or in respect of any acticaken, suffered or omitted by it in connection
with, its administration of this Agreement in r@l@ upon any Rights Certificate or certificatetfor Preferred Shares or Common Shares or
for other securities of the Company, instrumerasgignment or transfer, power of attorney, endoesenaffidavit, letter, notice, direction,
consent, certificate, statement or other papeoouchent reasonably
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believed by it to be genuine and to be signed, @eelcand, where necessary, verified or acknowledmethe proper Person or Persons, or
otherwise upon the advice of counsel as set far®eiction 20 hereof.

Section 19. MERGER OR CONSOLIDATION OR CHANGE OF ME OF RIGHTS AGENT.

(a Any corporation into which the Rights Agent ayauccessor Rights Agent may be merged or witlthviiimay be consolidated, or any
corporation resulting from any merger or consolmato which the Rights Agent or any successor Ridtgent shall be a party, or any
corporation succeeding to the corporate trust lessiof the Rights Agent or any successor Rightsgball be the successor to the Rights
Agent under this Agreement without the executiofilmg of any paper or any further act on the parany of the parties hereto; PROVIDE
HOWEVER, that such corporation would be eligible #ppointment as a successor Rights Agent underthasions of Section 21 hereof. In
case at the time such successor Rights Agentsinadeed to the agency created by this Agreemeptfahe Rights Certificates shall have
been countersigned but not delivered, any suchesgoc Rights Agent may adopt the countersignatutleeqoredecessor Rights Agent and
deliver such Rights Certificates so countersigraedt in case at that time any of the Rights Cediés shall not have been countersigned, any
successor Rights Agent may countersign such Rigatsficates either in the name of the predeceRsgiits Agent or in the name of the
successor Rights Agent; and in all such casesRigttts Certificates shall have the full force pdrd in the Rights Certificates and in this
Agreement.

(b In case at any time the name of the Rights Agkall be changed and at such time any of the Righttificates shall have been
countersigned but not delivered, the Rights Ageay adopt the countersignature under its prior nantedeliver Rights Certificates so
countersigned; and in case at that time any oRibbts Certificates shall not have been counteesigthe Rights Agent may countersign such
Rights Certificates either in its prior name oitgichanged name; and in all such cases such Rigntfficates shall have the full force
provided in the Rights Certificates and in this égment.

Section 20. DUTIES OF RIGHTS AGENT. The Rights Agendertakes the duties and obligations imposetthisyAgreement upon the
following terms and conditions, by all of which tB®@mpany and the holders of Rights Certificateshigjr acceptance thereof, shall be
bound:

(a The Rights Agent may consult with legal courfedlo may be legal counsel for the Company), andutiigen advice or opinion of such
counsel shall be full and complete authorizatiod protection to the Rights Agent as to any actakeh or omitted by it in good faith and in
accordance with such written advice or opinion.

(b Whenever in the performance of its duties unkisrAgreement the Rights Agent shall deem it neagsor desirable that any fact or ma
(including, without limitation, the identity of ardcquiring Person and the determination of Curfest Share Market Price) be proved or
established by the Company prior to taking or suffpany action hereunder, such fact or mattergembther evidence in respect thereof be
herein specifically prescribed) may be deemed todpelusively
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proved and established by a certificate signednyyome of the Chairman of the Board, the Chief Exige Officer, the President, any Vice
President, the Chief Financial Officer, the Secyeta any Assistant Secretary of the Company atidated to the Rights Agent; and such
certificate shall be full authorization to the Rigif\gent for any action taken or suffered in goaithfby it under the provisions of this
Agreement in reliance upon such certificate.

(c The Rights Agent shall be liable hereunder s@oempany and any other Person only for its owrligeace, bad faith or willful
misconduct.

(d The Rights Agent shall not be liable for or bason of any of the statements of fact or recitafgained in this Agreement or in the Rights
Certificates (except its countersignature thereof)e required to verify the same, but all suckestents and recitals are and shall be deemed
to have been made by the Company only.

(e The Rights Agent shall not be under any respditgiin respect of the validity of this Agreememt the execution and delivery hereof
(except the due execution hereof by the Rights gmnin respect of the validity or execution ofyaRights Certificate (except its
countersignature thereof); nor shall it be resguador any breach by the Company of any covenaobodition contained in this Agreement
or in any Rights Certificate; nor shall it be respible for any change in the exercisability of Rights or any adjustment in the terms of the
Rights (including the manner, method or amountabfrprovided for in Sections 3, 11, 13, 23 or @the ascertaining of the existence of
facts that would require any such change or adjeistrfexcept with respect to the exercise of Rightdenced by Rights Certificates after
receipt by the Rights Agent of a certificate fuh@d pursuant to Section 12 describing such changdjostment); nor shall it by any act
hereunder be deemed to make any representatioaraanty as to the authorization or reservationngf Rreferred Shares to be issued
pursuant to this Agreement or any Rights Certiéaat as to whether any Preferred Shares will, wbsined, be validly authorized and issued,
fully paid and nonassessable.

(f The Company agrees that it will perform, execatknowledge and deliver or cause to be performee;uted, acknowledged and delive
all such further and other acts, instruments asdrasices as may reasonably be required by thesRéglgnt for the carrying out or
performing by the Rights Agent of the provisiongtaé Agreement.

(g The Rights Agent is hereby authorized and dae¢d accept instructions with respect to the perémce of its duties hereunder from any
one of the Chairman of the Board, the Chief Exeeu®fficer, the President, any Vice President,Ghéf Financial Officer, the Secretary or
any Assistant Secretary of the Company, and toyappuch officers for advice or instructions imoection with its duties, and it shall not be
liable for any action taken or suffered by it inogicfaith in accordance with instructions of anytsofficer or for any delay in acting while
waiting for those instructions. Any application e Rights Agent for written instructions from Bempany may, at the option of the Rights
Agent, set forth in writing any action proposedtotaken or omitted by the Rights Agent under Rights Agreement and the date on and/or
after which such action shall be taken or such simisshall be effective. The Rights Agent shall im@tiable for any action taken by, or
omission of, the Rights Agent in accordance wigir@posal included in any such application on ceraft
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the date specified in such application (which ddu&ll not be less than five

(5) Business Days after the date any officer of@oenpany actually receives such application, urdesssuch officer shall have consented in
writing to an earlier date) unless, prior to takangy such action (or the effective date in the cdssn omission), the Rights Agent shall have
received written instructions in response to symgtiieation specifying the action to be taken or ted.

(h The Rights Agent and any shareholder, directificer or employee of the Rights Agent may buyl sedeal in any of the Rights or other
securities of the Company or become pecuniarilgregted in any transaction in which the Company beainterested, or contract with or
lend money to the Company or otherwise act as adly freely as though it were not Rights Agent uribis Agreement. Nothing herein shall
preclude the Rights Agent from acting in any ottegvacity for the Company or for any other legaitgnt

(i The Rights Agent may execute and exercise artgefights or powers hereby vested in it or penfany duty hereunder either itself or by
or through its attorneys or agents, and the Riggent shall not be answerable or accountable fgraah, default, neglect or misconduct of
any such attorneys or agents or for any loss t&€thrapany resulting from any such act, default, @etgbr misconduct, provided reasonable
care was exercised in the selection and continogaayment thereof.

(j No provision of this Agreement shall require Rigihts Agent to expend or risk its own funds drevtvise incur any financial liability in the
performance of any of its duties hereunder or éakercise of its rights if there shall be reastsgbounds for believing that repayment of
such funds or adequate indemnification against sigklor liability is not reasonably assured to it.

(k If, with respect to any Rights Certificate surdered to the Rights Agent for exercise or transfer certificate attached to the form of
assignment or form of election to purchase, ags#ise may be, has either not been completed omitedi@n affirmative response to clause 1
and/or 2 thereof, the Rights Agent shall not take farther action with respect to such requestest@se or transfer without first consulting
with the Company.

Section 21. CHANGE OF RIGHTS AGENT. The Rights Agenany successor Rights Agent may resign anddodarged from its duties
under this Agreement upon thirty (30) days' noticeriting mailed to the Company and to each transfent of the Preferred Shares and the
Common Shares by registered or certified mail, tarttie holders of the Rights Certificates by fickiss mail. The Company may remove the
Rights Agent or any successor Rights Agent upatytf80) days' notice in writing, mailed to the Rig Agent or successor Rights Agent, as
the case may be, and to each transfer agent éfréferred Shares and the Common Shares by regisiecertified mail, and to the holders
the Rights Certificates by first-class mail. If tReghts Agent shall resign or be removed or shihléawise become incapable of acting, the
Company shall appoint a successor to the RightaiAgfethe Company shall fail to make such appomtitrwithin a period of thirty (30) days
after giving notice of such removal or after it e®n notified in writing of such resignation ocapacity by the resigning or incapacitated
Rights Agent or by the holder of a Rights Certifecévho shall, with such notice, submit his or Réghts Certificate for inspection by the
Company), then the registered holder of any

-31-



Rights Certificate may apply to any court of congmtjurisdiction for the appointment of a new RggAgent. Any successor Rights Agent,
whether appointed by the Company or by such a cshitl be a corporation organized and doing bssimeder the laws of the United States
or of any state of the United States, in good standvhich is authorized under such laws to exercirporate trust or shareholder services
powers and is subject to supervision or examindiipfederal or state authority and which has atithe of its appointment as Rights Agent a
combined capital and surplus of at least $100 onilliAfter appointment, the successor Rights Agkall e vested with the same powers,
rights, duties and responsibilities as if it hagmeriginally named as Rights Agent without furthet or deed; but the predecessor Rights
Agent shall deliver and transfer to the successghtR® Agent any property at the time held by iteherder, and execute and deliver any fur
assurance, conveyance, act or deed necessarefputpose. Not later than the effective date ofsurgh appointment, the Company shall file
notice thereof in writing with the predecessor Rsghgent and each transfer agent of the PrefernanleS and the Common Shares, and
notice thereof in writing to the registered holdefshe Rights Certificates. Failure to give anyic® provided for in this Section 21, however,
or any defect therein, shall not affect the legadit validity of the resignation or removal of tRéghts Agent or the appointment of the
successor Rights Agent, as the case may be.

Section 22. ISSUANCE OF NEW RIGHTS CERTIFICATES.tNthstanding any of the provisions of this Agreemer of the Rights to the
contrary, the Company may, at its option, issue Réghts Certificates evidencing Rights in such fasimay be approved by its Board of
Directors to reflect any adjustment or change enEercise Price and the number or kind or clashafes or other securities or property
purchasable under the Rights Certificates madedonrdance with the provisions of this Agreementadldition, in connection with the
issuance or sale of Common Shares following thé&ribigion Date and prior to the redemption or eapon of the Rights, the Company (a)
shall, with respect to Common Shares so issuedldrpsirsuant to the exercise of stock options ateurany employee plan or arrangement or
upon the exercise, conversion or exchange of atheurities of the Company outstanding at the datedi or upon the exercise, conversio
exchange of securities hereinafter issued by thagamy and (b) may, in any other case, if deemedssecy or appropriate by the Board of
Directors of the Company, issue Rights Certificatgwesenting the appropriate number of Right®imection with such issuance or sale;
PROVIDED, HOWEVER, that (i) no such Rights Certifie shall be issued and this sentence shall bendlzoid AB INITIO if, and to the
extent that, such issuance or this sentence woalte a significant risk of or result in materidi/arse tax consequences to the Company or
the Person to whom such Rights Certificate woulisbeed or would create a significant risk of aulein such options' or employee plans
arrangements' failing to qualify for otherwise dable special tax treatment and (ii) no such Rigtestificate shall be issued if, and to the
extent that, appropriate adjustment shall otherlvésee been made in lieu of the issuance thereof.

Section 23. REDEMPTION.

(a The Company may, at its option and with the aepalrof the Board of Directors, at any time priotthie earlier of (i) the Distribution Date
or (ii) the Close of Business on the Final ExpoatDate, redeem all but not less than all the theatanding Rights at a redemption price of
$0.001 per Right, appropriately adjusted to reféot stock split, stock dividend or similar transac
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occurring after the date hereof (such redemptiacepyeing herein referred to as the "REDEMPTION®RY) and the Company may, at its
option, pay the Redemption Price either in Commibar&s (based on the Current Per Share Market theceof at the time of redemption) or
cash. Such redemption of the Rights by the Compaany be made effective at such time, on such basisvith such conditions as the Board
of Directors in its sole discretion may establifhe date on which the Board of Directors electsmédke the redemption effective shall be
referred to as the "REDEMPTION DATE."

(b Immediately upon the action of the Board of Dioes of the Company ordering the redemption ofRlghts, evidence of which shall have
been filed with the Rights Agent, and without agostfier action and without any notice, the righéxercise the Rights will terminate and the
only right thereafter of the holders of Rights $hal to receive the Redemption Price. The Compéaall promptly give public notice of any
such redemption; PROVIDED, HOWEVER, that the faltw give or any defect in, any such notice shatllaffect the validity of such
redemption. Within ten (10) days after the actibthe Board of Directors ordering the redemptiortha Rights, the Company shall give
notice of such redemption to the Rights Agent dedholders of the then outstanding Rights by mgidinch notice to all such holders at their
last addresses as they appear upon the registkg lnddhe Rights Agent or, prior to the DistributiDate, on the registry books of the transfer
agent for the Common Shares. Any notice which idadan the manner herein provided shall be deegieeh, whether or not the holder
receives the notice. Each such notice of redemptitistate the method by which the payment of Rezlemption Price will be made. Neither
the Company nor any of its Affiliates or Associateay redeem, acquire or purchase for value anytRghany time in any manner other tl
that specifically set forth in this Section 23 or i

Section 24 hereof, and other than in connectioh thié purchase of Common Shares prior to the Digion Date.

(c Notwithstanding the provisions of Section 23{a)he event that a majority of the Board of Dimes of the Company is elected by
shareholder action by written consent, then uhélearlier to occur of (i) 180th day following teffectiveness of such election or (ii) the next
regular annual meeting of shareholders of the Compallowing the effectiveness of such electiorc{uding any postponement or
adjournment thereof), the Rights shall not be redakif such redemption is reasonably likely to héneepurpose or effect of facilitating a
Transaction with an Interested Person.

Section 24. EXCHANGE.

(a Subject to applicable laws, rules and regulatiamd subject to subsection 24(c) below, the Compaay, at its option, by action of the
Board of Directors, at any time after the occureeata Triggering Event, exchange all or part eftten outstanding and exercisable Rights
(which shall not include Rights that have becomid yarsuant to the provisions of

Section 7(e) hereof) for Common Shares at an exggheatio of one Common Share per Right, approgyiatjusted to reflect any stock sp
stock dividend or similar transaction occurringeathe date hereof (such exchange ratio beingregdter referred to as the "EXCHANGE
RATIO"). Notwithstanding the foregoing, the Boardirectors shall not be empowered to effect suathange at any time after any Person
(other than the Company, any Subsidiary of the Gomgpany employee benefit plan of the Company grsaich Subsidiary, or any entity
holding Common Shares for or pursuant to the terhasy such
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plan), together with all Affiliates and Associat#fssuch Person, becomes the Beneficial Owner of 60%ore of the Common Shares then
outstanding.

(b Immediately upon the action of the Board of Biogs ordering the exchange of any Rights purstmastibsection 24(a) and without any
further action and without any notice, the righetercise such Rights shall terminate and the ght thereafter of a holder of such Rights
shall be to receive that number of Common Sharealéq the number of such Rights held by such haiddtiplied by the Exchange Ratio.
The Company shall give public notice of any sucthaxge; PROVIDED, HOWEVER, that the failure to giseany defect in, such notice
shall not affect the validity of such exchange. TQwmpany shall mail a notice of any such exchangsl tof the holders of such Rights at
their last addresses as they appear upon thergelyaiks of the Rights Agent. Any notice which iailad in the manner herein provided shall
be deemed given, whether or not the holder recéhegotice. Each such notice of exchange wilestla¢ method by which the exchange of
the Common Shares for Rights will be effected amthe event of any partial exchange, the numbé&ights which will be exchanged. Any
partial exchange shall be effected pro rata basgti@number of Rights (other than Rights whichehlagcome void pursuant to the provisi

of Section 7(e) hereof) held by each holder of Righ

(c In the event that there shall not be suffic@otnmon Shares issued but not outstanding or aatftbbiut unissued to permit any exchange
of Rights as contemplated in accordance with Se@i{a), the Company shall either take such a@somay be necessary to authorize
additional Common Shares for issuance upon exchafide Rights or alternatively, at the option ahajority of the Board of Directors, wi
respect to each Right (i) pay cash in an amourdldquhe Current Value (as hereinafter defined)igu of issuing Common Shares in
exchange therefor, or (ii) issue debt or equityusiies or a combination thereof, having a valuaatdo the Current Value, in lieu of issuing
Common Shares in exchange for each such Right,enthervalue of such securities shall be determiyeal nationally recognized investment
banking firm selected by majority vote of the Boafdirectors, or

(iii) deliver any combination of cash, property,M@mon Shares and/or other securities having a \veqjual to the Current Value in exchange
for each Right. For purposes of this Section 2d(ty, the Current Value shall mean the produchefCurrent Per Share Market Price of
Common Shares on the date of the occurrence @&vibiet described above in subparagraph (a), meltigly the number of Common Shares
for which the Right otherwise would be exchangedfttigere were sufficient shares available. Togktent that the Company determines that
some action need be taken pursuant to claus€s)(r (iii) of this Section 24(c), the Board ofilectors may temporarily suspend the
exercisability of the Rights for a period of upsigty (60) days following the date on which the mivdescribed in Section 24(a) shall have
occurred, in order to seek any authorization ofitaafthl Common Shares and/or to decide the appaitgoform of distribution to be made
pursuant to the above provision and to determiaestiue thereof. In the event of any such suspantie Company shall issue a public
announcement stating that the exercisability ofRights has been temporarily suspended.

(d The Company shall not be required to issueifsastof Common Shares or to distribute certificatbgch evidence fractional Common
Shares. In lieu of such fractional Common Shatesetshall be paid to the registered holders oRiljats Certificates with regard to which
such
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fractional Common Shares would otherwise be issyasl amount in cash equal to the same fractidineofurrent market value of a whole
Common Share (as determined pursuant to the seseonidnce of Section 1(j) hereof).

(e The Company may, at its option, by majority vofi¢the Board of Directors, at any time before &syson has become an Acquiring Per
exchange all or part of the then outstanding Riffiitsights of substantially equivalent value, &eimined reasonably and with good faith by
the Board of Directors, based upon the advice ef@mrmore nationally recognized investment bankimgs.

(f Immediately upon the action of the Board of Ria's ordering the exchange of any Rights pursteastibsection 24(e) of this

Section 24 and without any further action and witheny notice, the right to exercise such Rightdlgerminate and the only right thereafter
of a holder of such Rights shall be to receive thahber of rights in exchange therefor as has betrmined by the Board of Directors in
accordance with subsection 24(e) above. The Comglaalj give public notice of any such exchange; FRIED, HOWEVER, that the
failure to give, or any defect in, such notice khat affect the validity of such exchange. The @amy shall mail a notice of any such
exchange to all of the holders of such Rights ei thast addresses as they appear upon the rebmdis of the transfer agent for the Comr
Shares of the Company. Any notice which is maitethe manner herein provided shall be deemed gwbather or not the holder receives
the notice. Each such notice of exchange will dtagemethod by which the exchange of the Rightsheileffected.

(g Notwithstanding the provisions of this Sectigh ih the event that a majority of the Board ofdators of the Company is elected by
shareholder action by written consent, then uhéléarlier to occur of (i) the 180th day followithge effectiveness of such election or (ii) the
next regular annual meeting of shareholders oftwapany following the effectiveness of such elet{including any postponement or
adjournment thereof), this Rights shall not be exged pursuant hereto if such exchange would ls®nadly likely to have the purpose or
effect of facilitating a Transaction with an Intsted Person.

Section 25. NOTICE OF CERTAIN EVENTS.

(a In case the Company shall propose to effeceomijt to occur any Triggering Event or Section M#, the Company shall give notice
thereof to each holder of Rights in accordance ®#htion 26 hereof at least twenty (20) days pgdarccurrence of such Triggering Event or
such Section 13 Event.

(b In case any Triggering Event or Section 13 Ewatll occur, then, in any such case, the Comphaly as soon as practicable thereafter
give to each holder of a Rights Certificate, in@dance with

Section 26 hereof, a notice of the occurrence ofi vent, which shall specify the event and thesequences of the event to holders of
Rights under Sections 11(a)(ii) and 13 hereof.

-3E-



Section 26. NOTICES. Notices or demands authottigethis Agreement to be given or made by the Riglgsnt or by the holder of any
Rights Certificate to or on the Company shall bicantly given or made if sent by first-class maiostage prepaid, addressed (until another
address is filed in writing with the Rights Ageas follows:

Silicon Valley Bancshares 3003 Tasman Drive SatasaCCalifornia 95054-1191 Attention: General Csein
with a copy to:
Wilson Sonsini Goodrich & Rosati Professional Cogtion 650 Page Mill Road Palo Alto, California @431050 Attention: Larry Sonsini

Subject to the provisions of Section 21 hereof, motyce or demand authorized by this Agreemengtgilzen or made by the Company or by
the holder of any Rights Certificate to or on thigh®s Agent shall be sufficiently given or madeéit by first-class mail, postage prepaid,
addressed (until another address is filed in wgitirth the Company) as follows:

Norwest Bank Minnesota, N./

161 North Concord Exchange
South St. Paul, Minnesota 55075
Attention: Karri Van Dell

Notices or demands authorized by this Agreemehgetgiven or made by the Company or the Rights Agetite holder of any Righ
Certificate shall be sufficiently given or madesént by first-class mail, postage prepaid, addtesssuch holder at the address of such holder
as shown on the registry books of the Company.

Section 27. SUPPLEMENTS AND AMENDMENTS.

(a Prior to the occurrence of a Distribution Daite, Company may supplement or amend this Agreemety respect without the approval
of any holders of Rights and the Rights Agent slilsthe Company so directs, execute such supplesremmendment. From and after the
occurrence of a Distribution Date, the Company taedRights Agent may from time to time supplemeramend this Agreement without the
approval of any holders of Rights in order to (iyeany ambiguity, (ii) correct or supplement angvision contained herein which may be
defective or inconsistent with any other provisibiesein, (iii) shorten or lengthen any time per@teunder or

(iv) to change or supplement the provisions hereumdany manner that the Company may deem negessdesirable and that shall not
adversely affect the interests of the holders ghi (other than an Acquiring Person
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or an Affiliate or Associate of an Acquiring Per3oRROVIDED, this Agreement may not be supplementeamended to lengthen, pursuant
to clause (jii) of this sentence, (A) a time periethting to when the Rights may be redeemed dt 8o as the Rights are not then
redeemable or (B) any other time period unless &rmdthening is for the purpose of protecting, ewlirag or clarifying the rights of, and/or
the benefits to, the holders of Rights (other tharAcquiring Person or an Affiliate or Associateaof Acquiring Person). Upon the delivery

a certificate from an appropriate officer of thengfmany that states that the proposed supplememhen@ment is in compliance with the tei
of this Section 27, the Rights Agent shall exesuteh supplement or amendment. Prior to the DigtohuDate, the interests of the holders of
Rights shall be deemed coincident with the intare$the holders of Common Shares.

(b Notwithstanding the provisions of Section 27{a)he event that a majority of the Board of Diars of the Company is elected by
shareholder action by written consent, then uhélearlier to occur of (i) the 180th day followitige effectiveness of such election or (i) the
next regular annual meeting of shareholders oftwapany following the effectiveness of such elet{including any postponement or
adjournment thereof), this Rights Agreement shatlbe supplemented or amended in any manner realgdikely to have the purpose or
effect of facilitating a Transaction with an Intsted Person.

Section 28. SUCCESSORS. All the covenants and siams of this Agreement by or for the benefit af @ompany or the Rights Agent shall
bind and inure to the benefit of their respectivecessors and assigns hereunder.

Section 29. DETERMINATIONS AND ACTIONS BY THE BOARDF DIRECTORS, ETC. For all purposes of this Agreaimany
calculation of the number of Common Shares outstgnat any particular time, including for purposésietermining the particular
percentage of such outstanding Common Shares chvamy Person is the Beneficial Owner, shall beemiadccordance with the last
sentence of Rule 13d-3(d)(1)(i) of the General Ralled Regulations under the Exchange Act. The Bofadrectors of the Company shall
have the exclusive power and authority to adminigtis Agreement and to exercise all rights and grsvepecifically granted to the Board, or
the Company, or as may be necessary or advisatie imdministration of this Agreement, includingthaut limitation, the right and power
(i) interpret the provisions of this Agreement giidmake all determinations deemed necessary wasable for the administration of this
Agreement (including a determination to redeematiradeem the Rights or to amend the Agreemenitsuth actions, calculations,
interpretations and determinations (including,darposes of clause (y) below, all omissions wipezt to the foregoing) which are done or
made by the Board in good faith, shall (x) be firmainclusive and binding on the Company, the Riglysnt, the holders of the Rights
Certificates and all other parties and

(y) not subject the Board to any liability to thelders of the Rights.

Section 30. BENEFITS OF THIS AGREEMENT. Nothingtltis Agreement shall be construed to give to angdteother than the Company,
the Rights Agent and the registered holders oRtights Certificates (and, prior to the DistributiDate, the Common Shares) any legal or
equitable right, remedy or claim under this Agreatnbut this Agreement shall be for the sole andwesive benefit
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of the Company, the Rights Agent and the registbéders of the Rights Certificates (and, priothe Distribution Date, the Common
Shares).

Section 31. SEVERABILITY. If any term, provisiongwenant or restriction of this Agreement is heldabyourt of competent jurisdiction or
other authority to be invalid, void or unenforceslthe remainder of the terms, provisions, covenant restrictions of this Agreement shall
remain in full force and effect and shall in no waeyaffected, impaired or invalidated; PROVIDED, WEBVER, that notwithstanding
anything in this Agreement to the contrary, if &uwgh term, provision, covenant or restriction ikt such court or authority to be invalid,
void or unenforceable and the Board of DirectorthefCompany determines in its good faith judgntleat severing the invalid language fr
this Agreement would adversely affect the purpaseffect of this Agreement, the right of redemptgai forth in Section 23 hereof shall be
reinstated and shall not expire until the ClosBudiness on the tenth day following the date ohsletermination by the Board of Directors.

Section 32. GOVERNING LAW. This Agreement and eRight and each Rights Certificate issued hereusldall be deemed to be a
contract made under the laws of the State of Galificand for all purposes shall be governed byamstrued in accordance with the laws of
such State applicable to contracts to be made aridrjed entirely within such State.

Section 33. COUNTERPARTS. This Agreement may beabesl in any number of counterparts and each df saanterparts shall for all
purposes be deemed to be an original, and all smehterparts shall together constitute but onethadame instrument.

Section 34. DESCRIPTIVE HEADINGS. Descriptive heaygti of the several Sections of this Agreementraserted for convenience only ¢
shall not control or affect the meaning or condtarcof any of the provisions hereof.
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IN WITNESS WHEREOF, the parties hereto have catisisdAgreement to be duly executed as of the dayyaar first above written.

" COMPANY" S| LI CON VALLEY BANCSHARES

"Rl GHTS AGENT" NORWEST BANK M NNESOTA, N. A



CERTIFICATE OF DETERMINATION
OF SILICON VALLEY BANCSHARES

The undersigned, John C. Dean and A. Catherinedddtereby certify:

1. That they are the duly elected and acting Peasidnd Secretary, respectively, of Silicon VaBancshares, a California corporation (the
"CORPORATION").

2. That, pursuant to the resolutions set fortharaBraph 4 hereof, the Board of Directors of thepBration has authorized the issuance of,
and designated the rights, preferences, privilegesrestrictions of 60,000 shares of Series A €lpdiing Preferred Stock.

3. That none of the shares of Series A Particiga@referred Stock have been issued by the Corparati

4. That pursuant to the authority conferred up@Bbard of Directors by the Articles of Incorpocatiof the said Corporation, the said Board
of Directors on October 22, 1998 adopted the follmaresolution creating a series of 60,000 shaf&se&ferred Stock designated as Series A
Participating Preferred Stock:

"RESOLVED, that pursuant to the authority vestethimBoard of Directors of the Corporation by itdiéles of Incorporation, the Board of
Directors does hereby provide for the issue ofrees®f Preferred Stock of the Corporation and dwgeby fix and herein state and express
the designations, powers, preferences and relatideother special rights and the qualificatiomsjthtions and restrictions of such series of
Preferred Stock as follows:

Section 1. DESIGNATION AND AMOUNT. The shares othuseries shall be designated as "SERIES A PARHATIRG PREFERRED
STOCK." The number of shares constituting sucheseshall be 60,000.

Section 2. PROPORTIONAL ADJUSTMENT. In the everd tBorporation shall at any time after the issuarf@ny share or shares of Series
A Participating Preferred Stock (i) declare anyidiynd on Common Stock of the Corporation ("COMMORNIXCK") payable in shares of
Common Stock, (ii) subdivide the outstanding ComrStwck or (iii) combine the outstanding Common 8timto a smaller number of shar
then in each such case the Corporation shall samettusly effect a proportional adjustment to thelper of outstanding shares of Series A
Participating Preferred Stock.

Section 3. DIVIDENDS AND DISTRIBUTIONS



(a Subject to the prior and superior right of tiséders of any shares of any series of PreferredkStnking prior and superior to the shares of
Series A Participating Preferred Stock with respedctividends, the holders of shares of Series Riddaating Preferred Stock shall be entit

to receive when, as and if declared by the Boaifctors out of funds legally available for therpose, quarterly dividends payable in cash
on the last day of January, April, July and Octdhezach year (each such date being referred twrhas a "QUARTERLY DIVIDEND
PAYMENT DATE"), commencing on the first Quarterlyvidend Payment Date after the first issuance stare or fraction of a share of
Series A Participating Preferred Stock, in an ani@en share (rounded to the nearest cent) equab@®D times the aggregate per share
amount of all cash dividends, and 1,000 times tgregate per share amount (payable in kind) ofailcash dividends or other distributions
other than a dividend payable in shares of CommookSor a subdivision of the outstanding shareSahmon Stock (by reclassification or
otherwise), declared on the Common Stock sincéntheediately preceding Quarterly Dividend PaymenteDar, with respect to the first
Quarterly Dividend Payment Date, since the firsuance of any share or fraction of a share of S&iParticipating Preferred Stock.

(b The Corporation shall declare a dividend orritigtion on the Series A Participating PreferredcBtas provided in paragraph (a) above
immediately after it declares a dividend or digitibn on the Common Stock (other than a dividenghpke in shares of Common Stock).

(c Dividends shall begin to accrue on outstandhmayes of Series A Participating Preferred Stocknftbe Quarterly Dividend Payment Date
next preceding the date of issue of such shar8gés A Participating Preferred Stock, unlesgitite of issue of such shares is prior to the
record date for the first Quarterly Dividend Paymiate, in which case dividends on such share$ lsbgin to accrue from the date of issue
of such shares, or unless the date of issue isaat€)ly Dividend Payment Date or is a date afterrédtord date for the determination of
holders of shares of Series A Participating PretéBtock entitled to receive a quarterly dividend before such Quarterly Dividend Payrr
Date, in either of which events such dividendsIdiedin to accrue from such Quarterly Dividend PagtDate. Accrued but unpaid
dividends shall not bear interest. Dividends paidte shares of Series A Participating PreferrediSin an amount less than the total amount
of such dividends at the time accrued and payabkuch shares shall be allocated pro rata on &-4lyashare basis among all such shares at
the time outstanding. The Board of Directors mayafrecord date for the determination of holderstafres of Series A Participating Prefe
Stock entitled to receive payment of a dividendlistribution declared thereon, which record datdldfe no more than 30 days prior to the
date fixed for the payment thereof.

Section 4. VOTING RIGHTS. The holders of shareSefies A Participating Preferred Stock shall h&esfollowing voting rights:

(a Each share of Series A Participating PrefertedkSshall entitle the holder thereof to 1,000 gabe all matters submitted to a vote of the
shareholders of the Corporation.
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(b Except as otherwise provided herein or by 4w, tolders of shares of Series A Participatingd?refl Stock and the holders of shares of
Common Stock shall vote together as one classlonatiers submitted to a vote of shareholders @Qbrporation.

(c Except as required by law, holders of Seriesafti€ipating Preferred Stock shall have no spaaéhg rights and their consent shall not be
required (except to the extent they are entitledote with holders of Common Stock as set fortrelmgrfor taking any corporate action.

Section 5. CERTAIN RESTRICTIONS.

(a The Corporation shall not declare any dividendmake any distribution on, or redeem or purcluasgtherwise acquire for consideration
any shares of Common Stock after the first issuah@eshare or fraction of a share of Series Ai€ipgting Preferred Stock unless
concurrently therewith it shall declare a dividemdthe Series A Participating Preferred Stock gaired by Section 3 hereof.

(b Whenever quarterly dividends or other divideaddistributions payable on the Series A PartiéigaPreferred Stock as provided in
Section 3 are in arrears, thereafter and untd@dtued and unpaid dividends and distributions thdreor not declared, on shares of Series A
Participating Preferred Stock outstanding shalkehasen paid in full, the Corporation shall not

(i declare or pay dividends on, make any otheritistions on, or redeem or purchase or otherwisgliag for consideration any shares of
stock ranking junior (either as to dividends or mifiquidation, dissolution or winding up) to thertes A Participating Preferred Stock;

(ii declare or pay dividends on, make any othetrithistions on any shares of stock ranking on atpéeither as to dividends or upon
liquidation, dissolution or winding up) with Seri@sParticipating Preferred Stock, except dividepdl ratably on the Series A Participating
Preferred Stock and all such parity stock on widisidends are payable or in arrears in proport@mthe total amounts to which the holders of
all such shares are then entitled,;

(iii redeem or purchase or otherwise acquire forsteration shares of any stock ranking on a péeither as to dividends or upon
liquidation, dissolution or winding up) with the1ges A Participating Preferred Stock, provided tihat Corporation may at any time redeem,
purchase or otherwise acquire shares of any suity ptock in exchange for shares of any stockhef€orporation ranking junior (either as
dividends or upon dissolution, liquidation or windiup) to the Series A Participating Preferred Ktoc

(iv) purchase or otherwise acquire for consideratiny shares of Series A Participating PreferrediStor any shares of stock ranking on a
parity with the Series A Participating Preferredckt except in accordance with a purchase offereniadvriting or by publication (as
determined by the Board of Directors) to all hodef such shares upon such terms as the BoardettDis, after consideration of the
respective annual dividend rates and other relaigres and
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preferences of the respective series and cladsabdstermine in good faith will result in fair dequitable treatment among the respective
series or classes.

(c) The Corporation shall not permit any subsidiafithe Corporation to purchase or otherwise aegiair consideration any shares of stoc
the Corporation unless the Corporation could, upadeagraph (a) of this Section 5, purchase or waiiseracquire such shares at such time anc
in such manner.

Section 6. REACQUIRED SHARES. Any shares of Sefidzarticipating Preferred Stock purchased or otimxacquired by the Corporati
in any manner whatsoever shall be retired and ¢etiggomptly after the acquisition thereof. All fushares shall upon their cancellation
become authorized but unissued shares of Pref8toetk and may be reissued as part of a new sdria®ferred Stock to be created by
resolution or resolutions of the Board of Directasbject to the conditions and restrictions onasge set forth herein and, in the Articles of
Incorporation, as then amended.

Section 7. LIQUIDATION, DISSOLUTION OR WINDING URJpon any liquidation, dissolution or winding uptbge Corporation, the ass
of the Corporation available for distribution shiad distributed as follows: First, the holders lvdu®s of Series A Participating Preferred S
shall be entitled to receive, prior and in prefeeeto any payment to holders of Common Stock, gmeagte amount per share equal to
$1000.00 plus an amount equal to any accrued apaididividends on such shares of Series A Particig@referred Stock. Following such
payment, the holders of shares of Common Stock Baantitled to receive an aggregate amount pmeséqual to $1.00 plus an amount
equal to any accrued and unpaid dividends on shates of Common Stock. Following the payment ofafugesaid preferential amounts, the
remaining assets of the Corporation available fstridution shall be distributed to the holdersGafmmon Stock and Series A Participating
Preferred Stock, with the holders of Series A Eguditing Preferred Stock entitled to receive farteauch share 1000 times the aggregate
amount to be distributed per share to holders afeshof Common Stock.

Section 8. CONSOLIDATION, MERGER, ETC. In case @erporation shall enter into any consolidation, geeyr combination or other
transaction in which the shares of Common Stocleachanged for or changed into other stock or si&sircash and/or any other property,
then in any such case the shares of Series A Battitg Preferred Stock shall at the same timeifndasly exchanged or changed in an
amount per share equal to 1,000 times the aggragadent of stock, securities, cash and/or any giregerty (payable in kind), as the case
may be, into which or for which each share of Comr8tock is changed or exchanged.

Section 9. NO REDEMPTION. The shares of Series Ai€pating Preferred Stock shall not be redeemable

Section 10. RANKING. The Series A Participatingf@reed Stock shall rank junior to all other seréshe Corporation's Preferred Stock as
to the payment of dividends and the distributiomsdets, unless the terms of any such seriespbaltle otherwise.
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Section 11. AMENDMENT. The Articles of Incorporati@f the Corporation shall not be further amendreary manner which would
materially alter or change the powers, preferemcgecial rights of the Series A Participating Brefd Stock so as to affect them adversely
without the affirmative vote of the holders of ajority of the outstanding shares of Series A Paditing Preferred Stock, voting separately
as a class.

Section 12. FRACTIONAL SHARES. Series A ParticipgtPreferred Stock may be issued in fractionssifare which shall entitle the
holder, in proportion to such holder's fractionaes, to exercise voting rights, receive dividepdsticipate in distributions and to have the
benefit of all other rights of holders of Serie$Articipating Preferred Stock.
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RESOLVED FURTHER, that the President or any VicesRtent and the Secretary or any Assistant Segretdinis corporation be, and they
hereby are, authorized and directed to prepardilena Certificate of Determination in accordanciéhwihe foregoing resolution and the
provisions of California law and to take such atsi@s they may deem necessary or appropriaterpaarthe intent of the foregoing
resolution.”

We further declare under penalty of perjury thatitatters set forth in the foregoing Certificat®etermination are true and correct of our
own knowledge and that the foregoing Certificat®etermination has been duly approved by the Bo&firectors of the Corporation.

Executed at Santa Clara, California, on October 221998.

John C. Dean, President

A. Catherine Ngo, Secretary
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EXHIBIT B
FORM OF RIGHTS CERTIFICATE
Certificate No. R- Rights

NOT EXERCISABLE AFTER THE EARLIER OF (i) OCTOBER 22008 (ii) THE DATE TERMINATED BY THE COMPANY ORii)
THE DATE THE COMPANY EXCHANGES THE RIGHTS PURSUANTO THE RIGHTS AGREEMENT. THE RIGHTS ARE SUBJECT
TO REDEMPTION, AT THE OPTION OF THE COMPANY, AT $i01 PER RIGHT ON THE TERMS SET FORTH IN THE RIGHTS
AGREEMENT. UNDER CERTAIN CIRCUMSTANCES, RIGHTS BENECIALLY OWNED BY AN ACQUIRING PERSON OR AN
AFFILIATE OR ASSOCIATE OF AN ACQUIRING PERSON (ASUECH TERMS ARE DEFINED IN THE RIGHTS AGREEMENT) AND
ANY SUBSEQUENT HOLDER OF SUCH RIGHTS MAY BECOME NWLAND VOID. [THE RIGHTS REPRESENTED BY THIS
RIGHTS CERTIFICATE ARE OR WERE BENEFICIALLY OWNEDBA PERSON WHO WAS OR BECAME AN ACQUIRING
PERSON OR AN AFFILIATE OR ASSOCIATE OF AN ACQUIRINBERSON (AS SUCH TERMS ARE DEFINED IN THE RIGHTS
AGREEMENT). ACCORDINGLY, THIS RIGHTS CERTIFICATE AN THE RIGHTS REPRESENTED HEREBY MAY BECOME NULL
AND VOID IN THE CIRCUMSTANCES SPECIFIED IN

SECTION 7(e) OF SUCH RIGHTS AGREEMENT.]*

RIGHTS CERTIFICATE
SILICON VALLEY BANCSHARES

This certifies that or registered assigns, is the registered own#reohumber of Rights set forth above,
each of which entitles the owner thereof, subjedhé terms, provisions and conditions of the Righgreement dated as of October 22, 1998,
(the "RIGHTS AGREEMENT"), between Silicon Valley Bzshares, a California corporation (the "COMPAN¥Nd Norwest Bank
Minnesota, N.A. ( the "RIGHTS AGENT"), to purchdsem the Company at any time after the Distributidete (as such term is defined in
the Rights Agreement) and prior to 5:00 P.M., Nearkrtime, on October 22, 2008 at the principala#fof the Rights Agent, or at the office
of its successor as Rights Agent, one one-thoukdidt,000) of a fully paid non-assessable shaf®evies A Participating Preferred Stock
(the "PREFERRED SHARES"), of the Company, at anr&ize Price of One Hundred and Twenty Dollars ($2@Pper one-thousandth of a
Preferred Share (the "EXERCISE PRICE"), upon priesiem and surrender of this Rights Certificatehvifie Form of Election to Purchase
and

* The portion of the legend in bracket shall besiiad only if applicable and shall replace the pdétg sentenct



related Certificate duly executed. The number g evidenced by this Rights Certificate (andrthmber of one-thousandths of a Preferred
Share which may be purchased upon exercise heseofprth above are the number and Exercise Psiod @ctober 22, 1998 based on the
Preferred Shares as constituted at such date.od#ded in the Rights Agreement, the Exercise Paité the number and kind of Preferred
Shares or other securities which may be purchaged the exercise of the Rights evidenced by thighii Certificate are subject to
modification and adjustment upon the happeningediain events.

This Rights Certificate is subject to all of thents, provisions and conditions of the Rights Agreatnwhich terms, provisions and conditi
are hereby incorporated herein by reference ancragzirt hereof and to which Rights Agreement egiiee is hereby made for a full
description of the rights, limitations of rightdlmations, duties and immunities hereunder ofRights Agent, the Company and the holders
of the Rights Certificates, which limitations ofhits include the temporary suspension of the esaldity of such Rights under the specific
circumstances set forth in the Rights Agreemenpi€of the Rights Agreement are on file at thagpal executive offices of the Company
and the above-mentioned office of the Rights Agent.

Subject to the provisions of the Rights Agreemth,Rights evidenced by this Rights Certificaten{@y be redeemed by the Company, at its
option, at a redemption price of $0.001 per Rightipmay be exchanged by the Company in wholegrart for Common Shares,
substantially equivalent rights or other consideras determined by the Company.

This Rights Certificate, with or without other RigiCertificates, upon surrender at the principfitefof the Rights Agent, may be exchanged
for another Rights Certificate or Rights Certifiesf like tenor and date evidencing Rights enttthe holder to purchase a like aggregate
amount of securities as the Rights evidenced byrifbts Certificate or Rights Certificates surremdieshall have entitled such holder to
purchase. If this Rights Certificate shall be eisd in part, the holder shall be entitled to reeeipon surrender hereof another Rights
Certificate or Rights Certificates for the numbéwbole Rights not exercised.

No fractional portion of less than one ~thousandth of a Preferred Share will be issuedhupe exercise of any Right or Rights evidenced
hereby but in lieu thereof a cash payment will teelen as provided in the Rights Agreement.

No holder of this Rights Certificate, as such, khalentitled to vote or receive dividends or berded for any purpose the holder of
Preferred Shares or of any other securities oCtvapany which may at any time be issuable on tlkeecése hereof, nor shall anything
contained in the Rights Agreement or herein bettoed to confer upon the holder hereof, as suchpéithe rights of a shareholder of the
Company or any right to vote for the election atdtors or upon any matter submitted to sharehslaieany meeting thereof, or to give or
withhold consent to any corporate action, or t&iee notice of meetings or other actions affecéhgreholders (except as provided in the
Rights Agreement), or to receive dividends or stipon rights, or otherwise, until the Right orgRts evidenced by this Rights Certificate
shall have been exercised as provided in the Riggtsement.
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This Rights Certificate shall not be valid or olligry for any purpose until it shall have been ¢ersigned by the Rights Agent.

WITNESS the facsimile signature of the proper @fficof the Company and its corporate seal. Dated as , 19

ATTEST: SILICON VALL EY BANCSHARES

A. Catherine Ngo, Secretary
Its:

Countersigned:

NORWEST BANK MINNESOTA, N.A.
as Rights Agent

By:

Its:




FORM OF REVERSE SIDE OF RIGHTS CERTIFICATE
FORM OF ASSIGNMENT
(To be executed by the registered holder if sudtdralesires to transfer the Rights Certificate)

FOR VALUE RECEIVED hereby sells, assigmd transfers unto

(Please print name and address of transferee)

this Rights Certificate, together with all rightleg and interest therein, and does hereby irreblyceonstitute and appoint
Attorney, to transfemtithin Rights Certificate on the books of thehin-named Company, with full pow

of substitution.

Dated: , 19

Signature
Signature Guaranteed:

Signatures must be guaranteed by a member firnr@gdiatered national securities exchange, a meofltée National Association of
Securities Dealers, Inc., or a commercial bankusttcompany having an office or correspondenh@nUnited State:



CERTIFICATE
The undersigned hereby certifies by checking th@piate boxes that:

(2) this Rights Certificate [] is [ ] is not beisgld, assigned and transferred by or on behalfféérson who is or was an Acquiring Person, or
an Affiliate or Associate of any such Person (ashderms are defined in the Rights Agreement);

(2) after due inquiry and to the best knowledgéhefundersigned, it [ ] did [ ] did not acquire RRghts evidenced by this Rights Certificate
from any Person who is, was or subsequently be@armfecquiring Person or an Affiliate or Associateanfy such Person.

Dated: , 19

Signature

Signature Guaranteed:

Signatures must be guaranteed by a member firnregiatered national securities exchange, a mepftibe National Association of
Securities Dealers, Inc., or a commercial bankusttcompany having an office or correspondenh@nUnited State:



FORM OF REVERSE SIDE OF RIGHTS CERTIFICATE -- CONTI NUED
FORM OF ELECTION TO PURCHASE
(To be executed if holder desires to
exercise the Rights Certificate)
To:

The undersigned hereby irrevocably elects to egerci Rights representddsbiRights Certificate to purchase
the number of one-thousandths of a Preferred Ssswable upon the exercise of such Rights and stgjtieat certificates for such number of
one-thousandths of a Preferred Share issued inatime of:

Please insert social security
or other identifying number

(Please print name and address)
If such number of Rights shall not be all the Rgidenced by this Rights Certificate, a new Rigbertificate for the balance remaining of
such Rights shall be registered in the name ofdatigered to:
Please insert social security
or other identifying number

(Please print name and address)

Dated: , 19

Signature
Signature Guaranteed:

Signatures must be guaranteed by a member firnregiatered national securities exchange, a mepftibe National Association of
Securities Dealers, Inc., or a commercial bankusttcompany having an office or correspondenh@nUnited State:



CERTIFICATE
The undersigned hereby certifies by checking th@piate boxes that:

(1) the Rights evidenced by this Rights Certifidat@re [ ] are not being exercised by or on bebhh Person who is or was an Acquiring
Person or an Affiliate or Associate of any suchsBer(as such terms are defined in the Rights Agee€m

(2) after due inquiry and to the best knowledgéhefundersigned, it [ ] did [ ] did not acquire fRights evidenced by this Rights Certificate
from any Person who is, was or subsequently be@armfecquiring Person or an Affiliate or Associateanfy such Person.

Dated: , 19

Signature

Signature Guaranteed:

Signatures must be guaranteed by a member firnregiatered national securities exchange, a mepftibe National Association of
Securities Dealers, Inc., or a commercial bankusttcompany having an office or correspondenh@nUnited State:



FORM OF REVERSE SIDE OF RIGHTS CERTIFICATE -- CONTI NUED
NOTICE

The signature in the foregoing Forms of Assignnaerat Election must conform to the name as writtesnupe face of this Rights Certificate
in every particular, without alteration or enlargarhor any change whatsoev



DISTRIBUTION AND

EXHIBIT C

SHAREHOLDER RIGHTS PLAN
SILICON VALLEY BANCSHARES
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ghts exercisable or upon
shareholders may recognize

The foregoing is a summary of certain principaihtgnf the Shareholder Rights Plan only and is fjadlin its entirety by reference to the
detailed terms of the Rights Agreement dated &abdber 22, 1998, between the Company and the KRighent.

THE RIGHTS REPRESENTED HEREBY MAY BECOME NULL AND®ID IN THE CIRCUMSTANCES SPECIFIED IN SECTION 7(e)
OF THE RIGHTS AGREEMENT BETWEEN SILICON VALLEY BANGHARES AND NORWEST BANK MINNESOTA, N.A. DATED
AS OF OCTOBER 22, 1998.



SILICON VALLEY BANCSHARES ANNUAL REPORT ON FORM 10- K
EXHIBIT 21.1--SUBSIDIARIES OF SILICON VALLEY BANCSH ARES

Silicon Valley Bancshares owns 100.0% of the ountditeg voting securities of the following corporatsy both of which are included in
Silicon Valley Bancshares' consolidated financiatements:

NAME JURISDICTION OF INCORPORATION
Silicon Valley Bank California
SVB Leasing Company (inactive) California

SVB Capital | Delaware



EXHIBIT 23.1
CONSENT OF INDEPENDENT AUDITORS

The Board of Directors
Silicon Valley Bancshares:

We consent to incorporation by reference in théstegfion statements (Nos. 2-90401, 33-60467, 3388, and 33-05489) on Form S-8 and
registration statement No. 333-51665 on Form S-8ilafon Valley Bancshares of our report dated dayp@1, 1999, relating to the
consolidated balance sheets of Silicon Valley Baarss and subsidiaries as of December 31, 19982381 and the related consolidated
statements of income, comprehensive income, changdmreholders' equity, and cash flows for eddheyears in the three-year period
ended December 31, 1998, which report appeareibdtember 31, 1998, annual report on Form 10-8ilafon Valley Bancshares.

Mountain View, California

March 15, 199¢



ARTICLE 9

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE AUDITED CONSOLIDATED
FINANCIAL STATEMENTS RELATED NOTES AND MANAGEMENT'SDISCUSSION AND ANALYSIS CONTAINED IN THE
REPORT ON FORM 10-K FILED BY SILICON VALLEY BANCSHRES FOR THE YEAR ENDED DECEMBER 31, 1998 AND IS
QUALIFIED IN ITS ENTIRETY BY REFERENCE TO SUCH FINRCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 123,00:
INT BEARING DEPOSITS 202
FED FUNDS SOLLC 399,00(
TRADING ASSETS 0
INVESTMENTS HELD FOR SALE 1,397,50:
INVESTMENTS CARRYING 0
INVESTMENTS MARKET 0
LOANS 1,611,92.
ALLOWANCE 46,00(
TOTAL ASSETS 3,545,45;
DEPOSITS 3,269,75:
SHORT TERM 0
LIABILITIES OTHER 21,34¢
LONG TERM 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 89,93¢
OTHER SE 125,92
TOTAL LIABILITIES AND EQUITY 3,545,45;
INTEREST LOAN 139,13t
INTEREST INVEST 64,78’
INTEREST OTHER 21,30¢
INTEREST TOTAL 225,221
INTEREST DEPOSIN 78,60¢
INTEREST EXPENSE 78,61
INTEREST INCOME NET 146,61
LOAN LOSSES 37,15¢
SECURITIES GAINS 5,24(
EXPENSE OTHEF 83,64*
INCOME PRETAX 48,97:
INCOME PRE EXTRAORDINARY 28,85¢
EXTRAORDINARY 0
CHANGES 0
NET INCOME 28,85¢
EPS PRIMARY 1.421
EPS DILUTED 1.382
YIELD ACTUAL 5.2
LOANS NON 19,44
LOANS PAST 441
LOANS TROUBLED 0
LOANS PROBLEM 11,10(
ALLOWANCE OPEN 37,70(
CHARGE OFF¢ 31,12¢
RECOVERIES 2,26¢
ALLOWANCE CLOSE 46,00(
ALLOWANCE DOMESTIC 29,66:
ALLOWANCE FOREIGN 0
ALLOWANCE UNALLOCATED 16,33:

1 Represents basic earnings per share
2 Represents diluted earnings per s

End of Filing
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